>» Day Average for Liquor Collections Balance Shes 


Export Credits Today i4 Axis Trade Ch: 


ACM and Taxation 18 — Why Installment Buyers Bec: 


































Last Call for 





The Summer 
Institute of 
Credit 


Management 


August 10-23. 1941 


at Babson Park 
(Near Boston, Mass.) 


The Summer Institute of Credit Management is a two weeks 
intensive program of professional education designed for 
credit executives, sponsored by the National Association of 
Credit Men and conducted jointly with the Babson Institute 
of Business Administration. 


The Institute will be held at Babson Institute, Babson Park, Mass., just twelve miles west of Boston, 
for the two weeks, August 10-23, 1941. Babson Institute has an enviable reputation as a school offering 
training for business responsibility. The spacious campus is beautifully situated on the pine-studded 
slopes of the Wellesley Hills, just one mile from the Boston-Worcester Turnpike. Wellesley Hills is 


the nearest rail station. 


The following is the curriculum of courses and instruc- The cost to the registrant is $75.00 for the full two weeks, 
tional staff: which will include room, board and tuition. Special ar- 
Recent Developments in Credit Management rangements have been made for those who intend to live 
Selected Panels of Experts off-campus whereby they may receive tuition, luncheon 


Economics of Money and Credit and dinner for $65.00. 


Dr. O. M. W. Sprague, Professor of Law and 
Economics, Harvard University and former Ad- 
visor to the Bank of England 


Legal Aspects of Credit Management 
Dr. James A. McLaughlin, Professor of Law, 
Harvard University, and member of the National 
Bankruptcy Conference In addition to the regular curriculum there will be evening 
lectures by outstanding authorities. All manner of recrea- 


Psychology for Executives ‘ 
tional facilities are available when time affords. 


Eugene J. Benge, Industrial Engineer, Chicago, IIl. 


Problems of Credit Management 
Louis P. Starkweather, Associate Professor, New 
York University + * * 


Business Cycles and Economic Stability 
E. Lafayette Quirin, Babson Reports, Inc. 


Business Organization and Policies A Very limited number of further registrations can ve 
Professor John E. Millea, Babson Institute accepted before the Institute is filled to capacity. 


Analysis of Financial Statements Write immediately to the National Institute of Credit, 
Professor Andrew Petersen, Babson Institute One Park Avenue, New York. 
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Credit for Peace 


We are now spending billions for armaments and 

defense purposes as well as billions for aid to Great 

Britain. When the conflict abroad ceases will we 
have the courage to use our storehouse of credit to im- 
prove the standard of living of the world? This store- 
house of credit, soundly used, can be the greatest factor 
towards building a foundation for a long and lasting 
peace. The proper utilization of this credit to bring 
to the world a measure of happiness should be pro- 
grammed along lines like these: 


First, any credit extended must be utilized for peace- 
ful purposes. The objective here should be to bring, 
to the nations of the world, improvements that will lift 
the burdens from the backs of their peoples. 


Second, our credit must be utilized on a profitable 
basis. Nations receiving it must, as a condition to its 
acceptance demonstrate their ability to make a profit 
upon its employment, or must at least pattern its use 
upon a reasonable expectancy of profit so that the cost 
of its hire can eventually be liquidated. 


Third, accompanying the use of credit must be the 
goal of stabilization of government. | 


Among a people given a reasonable opportunity to 
live, an equitable measure of freedom and an oppor- 
tunity for the pursuit of happiness, dictatorship is im- 
possible. On the other hand, when priv&tion and suf- 
fering become the order of a day, when all of a people’s 
ingenuity is required to keep body and soul together, 
what is more natural than that the people turn to a 
leadership that gives promise—whether true or false 
—of an escape? 


In our great storehouse of credit we may have the 
key to a lasting peace. It should be accepted as our 
responsibility now to give thorough thought and un- 
biased study as to how we can best utilize that great 
credit in building a world that is safer, happier, and 
more prosperous than the one that is now in the throes 
of a desperate struggle. 


Henry H. Heimann, Executive Manager, N.A.C.M. 
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Why Business Failures? — Ne. 


Averting Threatened Failures 


Business enterprises can be re- 
habilitated and failure averted — 
yy “An ounce of prevention is worth 
a pound of cure.” Someone has 
well said that any illness may be cured 
if physicians were called in one hun- 
dred years before birth. The impli- 
cation is obvious. Many businesses 
could be restored to health and finan- 
cial losses reduced if curative meas- 
ures are applied not one hundred 
years prior, but within the brief span 
of one to five years, if undertaken dur- 
ing the early stages of threatened 
financial difficulties. 

In the first article of this series on 
“Why Business Failures?” the author 
classified and analyzed the causes of 
business failures. In the second arti- 
cle methods of detecting these failure 
tendencies were outlined and illus- 
trated. It is now necessary to de- 
velop for the business executive and 
the credit man methods by which 
these causes of failure may be cor- 
rected without recourse to the expen- 
sive legal procedure of bankruptcy or 
reorganization. 

In recent years the medical profes- 
sion has intensified its efforts in the 
field of preventative medicine. Like- 
wise should the business executive 
and the credit man emphasize the im- 
portance of averting threatened failure 
and rehabilitating his fellow creditor 
or debtor, rather than to continue spe- 
cializing in the distressing technique 
of liquidation and salvage. 

A: vast amount of capital in the 
form of financial wreckage is wasted 
year after year. In the United States 
between 1900 and 1939 an average of 
360,000 concerns per year discontinue 
operations.* This represents approx- 
imately 22% of the total listed domes- 
tic business enterprises in the con- 
tinental United States. An average 
of 16,000 industrial and commercial 
enterprises per year failed in the past 
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forty years from 1900 to 1939. Oper- 
ations were discontinued following 
assignment, voluntary or involuntary 
bankruptcy, execution and foreclosure 
or enterprises voluntarily withdrew 
from business with a known loss to 
creditors. Many of these concerns 
were involved in court procedure such 
as receivership, reorganization or ar- 
rangement which may or may not 
have led to a discontinuance of opera- 
tions while some involved reached 
voluntary compromises with their 
creditors out of court. 

However, it should be borne in 
mind that a business may be an eco- 
nomic and financial failure without 
reaching the stage of legal failure and 
insolvency. Thus it may be said that 
a very much larger proportion of the 
360,000 discontinued enterprises per 
year are without doubt in the broader 
sense business failures. 

Hope springs eternal in the human 
breast with the result that an average 
of 384,000 new enterprises have come 
into existence each year during the 
last forty years from 1900 to 1939. It 
has been estimated that the active life 
of the average concern which went out 
of business during this period was 
about five years and it is fair to con- 
clude that thousands of business en- 
terprises failed because they lacked 
sound economic foundations or were 
inadequately financed and inefficiently 
managed from the start. 

There are methods of averting 
business failure or insolvency so as to 
reduce this shocking record of busi- 
ness mortality. To achieve success a 
business must have a sound economic 
basis for its existence. If an industry 


is definitely on the downgrade it is 


useless for an enterprise within that 
industry to continue unless its plant 


facilities can be converted and other- 
wise utilized in new and growing 
fields thus restoring its economic use- 
fulness. A failing enterprise in a de- 
clining industry passes through vari- 
ous phases of distress before reaching 
the final stage of Legal Failure or In- 
solvency. These stages of business 
failure have previously been outlined 
as (1) Economic Failure (2) Finan- 
cial Failure and (3) Legal Failure. 
The first two stages may well lend 
themselves to corrective measures 
typical of preventative medicine but 
the final stage falls more within the 
province of the undertaker and the 
monumental artisan in collaboration 
with lawyers and fiduciaries. 


Analyzing the Industry 


A BUSINESS enterprise in the 
early stages of economic failure 
may be operating in a declining in- 
dustry which has reached the senility 
stage of the life cycle.* Management 
may be unable to make the inevitable 
adjustments to combat successfully 
the forces of obsolescence and decay. 
On the other hand, many instances 
are available in which management is 
unwilling to face the realities of ulti- 
mate failure and thus retire grace- 
fully when liquidation may be effected 
without loss to creditors. One of the 
first things to notice in such a basic 
type of failure is the number of bank- 
ruptcies, reorganizations and idle plant 
capacity within that particular indus- 
try. Obviously, something must be 
wrong if the record shows widespread 
business failures and excessive, as 

well as inefficient plant capacity. 
These conditions should arouse fur- 
ther interest and lead to a study of 
the financial statements of leading 
concerns in such an unhealthy indus- 
try for a period of several years in 
order to detect such failure tendencies 
as declining working capital and a 
downward trend in aggregate sales 
~* See Business Failwres?—No. 
Finan- 
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volume with tendencies toward inabil- 
ity to control operating expenses. In 
such cases sales and credit experi- 
ences are valuable and frequently be- 
cause of their perspective may offer 
reasonably sound observations and 
forecasts on a basis for rehabilitation 
or withdrawal. However, care must 
be taken to obtain a broad coverage 
of opinion for frequently an biased 
point of view may be received from 
only one or two large creditors with 
large commitments outstanding. Co- 
operation among creditmen and even 
the assistance and ideas of competi- 
tors should not be overlooked as a 
valuable source for the detection and 
analysis of failure tendencies. 

Had such a study been made by 
creditmen, bankers, the R. F. C. and 
reorganization committees of the dye 
plants in Paterson, New Jersey, dur- 
ing the years 1931 to 1937, millions 
of dollars could have been saved for 
more profitable investments. Within 
the decade of 1921-1932 large fortunes 
were made and lost in the silk dyeing 
industry. The invention of weighting 
silk about 1921 made possible the dye- 
ing and processing of silk at a much 
lower cost and a broader market for 
silk lining, dresses and underwear 
quickly followed. Capital poured into 
this industry ; new concerns were or- 
ganized and expansion was rapid. 
However, while this expansion was 
being carried out, synthetic silk or 
rayon was being developed which 
slowly but surely undermined the silk 
industry. Soon a decrease in silk de- 
mand followed, resulting in a number 
of bankruptcies in the short space of 
ten years. 

In spite of the handwriting on the 
wall revealing a doomed industry, 
ruined dye plants were reorganized 
several times between 1934 and 1937. 
Wise managements which recognized 
the unsound conditions in the industry 
suspended operations or so reorgan- 
ized their enterprises on a broad basis 
thereby averting threatened failure. 
On the other hand, a leading dye plant 
for instance between 1932 and 1934 
according to its own figures showed a 
decrease in surplus from $8,000,000 
in 1932 to $3,000,000 in 1934 and a 
further loss in 1935 after the R. F. C. 
advanced as a loan a little less than 
$2,000,000 in cash. 


Managements’ Part in Averting 
Threatened Failure 


AVING determined the trend 
of the economic background for 
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a business enterprise the next impor- 
tant factors to consider are the char- 
acter and capacity of the management. 
Weakness in managements may be 
detected but it is not always possible 
to effect drastic changes in personnel 
in order to avert threatened failure. 
The influence of large stockholders, 
family relationships, etc., may often 
present almost insurmountable obsta- 
cles. In such cases it becomes neces- 
sary to forego a change of financial 
control as well as an internal reor- 
ganization of management and per- 
sonnel. The desired changes, although 
accomplished gradually, may still be 
effective and timely. 

The problem of eliminating weak 
management revolves around the 
shifting of responsibilities and duties 
from the less capable to more capable 
individuals. In instances where such 
a reorganization of management ma- 
terially affects the basis of ownership 
and control, a sale or transfer of such 
ownership may be necessary as a pre- 
liminary step to any program of re- 
organization and rehabilitation. Pro- 
posed changes in policy and manage- 
ment should be made only after com- 
prehensive and detailed plans of re- 
habilitation have been developed. 

Manipulation by management is not 
infrequent in many enterprises. Not 
long ago a receiver was appointed for 
a moderate sized company, the offi- 
cers of which had a few years pre- 
viously forced the company into bank- 
ruptcy. Out of the first debacle they 
tried to obtain over $50,000 in cash 
with which to make a fresh start. 
Creditors lost heavily and resolved 
that this name should be stricken 
from their credit lists since the facts 
leading to the failure revealed defin- 
ite unethical practices. Following this 
first failure business conditions were 
again unfavorable to this industry and 
soon the officers manipulated the af- 
fairs so that the tangible assets were 
removed as security for creditors and 
equity to stockholders by transferring 
the assets to a holding company 
formed for that purpose. Thereupon 
the new company was formed using 
the name of the first operating enter- 
prise. 

Creditors were not informed of this 
corporate readjustment end the sim- 
ilarity of names deceived them into 
believing that there had;been no ma- 
jor change. Upon furtker investiga- 
tion, financial statements later re- 
vealed that the new operating com- 

pany possessed only accounts receiv- 


able as an asset against which assign- 
ments had been executed in favor of 
the holding company for fictitiously 
rendered claims and advances appar- 
ently set up to provide for substantial 
salary claims of controlling officers 
who had effected the corporate manip- 
ulation. This method was devised 
and used to circumvent the Bulk Sales 
Law requiring the notification of a 
transfer or sale of all or a substantial 
part of the assets of an enterprise. 
Millions of dollars are lost each 
year by creditors and investors be- 
cause of the many unethical business 
practices resorted to by certain types 
of business men. The need for hon- 
est stewardship cannot be overem- 
phasized and is an all important factor 
in judging the qualifications of man- 
agement. It should be applied with a 
greater degree of emphasis than that 
generally placed on capacity and abil- 
ity. Without doubt, the most dan- 
gerous credit risk represents the one 
possessed of capacity, ability and cap- 
ital but who lacks integrity and char- 
acter so necessary in this turbulent 
era of business enterprise. A failing 
concern is doomed to annihilation if 
its management is deficient in integ- 
rity and capacity—such defects must 
be promptly corrected. Lack of cap- 
ital is not the most important cause 
of failure for in many cases it may be 
counter-balanced by the inherent hon- 
esty and capacity of management. 


Financial Aid In Averting 
Threatened Failure 


lf an enterprise has the two valuable 
attributes of a sound economic 
foundation and good management it 
is then necessary to consider its finan- 
cial condition. Nine out of ten con- 
cerns are badly in need of cash by the 
time failure is threatening and drastic 
corrective measures are required. As 
they go through the various stages of 
distress, cash positions gradually be- 
come weaker requiring cash trans- 
fusions for working capital, necessary 
repairs and in come cases for the re- 
habilitation and expansion of fixed 
assets. How much cash is needed 
and how it is to be acquired should be 
studied carefully before drawing up 
the plan for averting threatened fail- 
ure. Emergency borrowing merely 
to “tide things over” only raises new 
problems of distress and generally 
fails to overcome the fundamental 
causes of failure which may have been 
operative for months and even years 
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It has often been said that “the 
Lord helps those who help them- 
selves.” Business executives must 
learn the importance of making every 
effort to put their own houses in 
order before approaching outside 
sources of capital, whether it be their 
creditors and bankers or perhaps as 
a last resort government agencies. 

After determining the aggregate cash 
requirements, management should de- 
cide how much of this cash may be 
accumulated from within the business 
enterprise and only after such sources 
have been exhausted should recourse 
be taken to outside channels. To 
capable and aggressive managements 
there are many ways of raising cash 
from within the enterprise which at 
the same time may go a long way to- 
ward effecting a sound rehabilitation 
of the enterprise. The management 
once having shown its sincerity and 
resourcefulness in helping itself can 
then turn to the external sources of 
cash and working capital to further 
the program of reconstruction. These 
sources of cash and working capital 
both external and internal are sum- 
marized in Table I. 


Internal Sources of Cash and 
Working Capital 


A common cause of failure in many 
enterprises and particularly of the so- 
called family or closed type of busi- 
ness is the lack of cash and working 
capital which develops either out of 
an excessive “milking” of the enter- 
prise by its owners through excéssive 
salaries, withdrawals and unwise divi- 
dend policies or because of a common 
complaint known as “expansionitis.” 
The average sales-minded individual 
is always optimistic as to the future 
and very frequently will attempt to 
expand too rapidly and over-trade on 
his equity. Such individuals, al- 
though honest and of good intentions 
may be characterized by an advertis- 
ing slogan of one of our well known 
paint companies—‘“We cover the 
earth.” While it may be desirable to 
have such optimistic ambitions as to 
the future of one’s business such an 
effective stage of business operations 
cannot. be achieved without ample re- 
sources in the form of capital and 
managerial ability. 

_ , Obviously, with such enterprises 
one of the first and simplest, although 
perhaps unpopular, methods of re- 
habilitating cash positions is that of 
a reduction or discontinuation of ex- 
cessive salaries, bonuses, dividends or 





About the Author of This Series 


Asa previous contributor to “Credit 
and Financial Management” on bank- 
ruptcy subjects, Professor Stark- 
weather is already well known to 
many readers. His background in- 
cludes a thorough grounding in finan- 
cial matters, both in the educational 
and the business field. In the latter 
he has been personal secretary to the 
Chairman of the Board of the Life 
Insurance Company of Virginia; 
trustee of the Virginia Diocesan 
Center, Protestant Episcopal Church 
of Virginia; expert witness in New 
York Supreme Court cases; as well as 
a trustee of Tufts College and a con- 
sultant to various individuals, cor- 
porations, and estates for more than 
a decade. 





withdrawals of profits. . The second 
corrective closely identified with the 
psychological background of owner 
and management is to temper growth 
and expansion with conservative 
judgment as well as wise and profit- 
able acquisitions of other businesses 
in favorable periods of the business 
cycle. Frequently, expansion may be 
closely identified with a program of 
liquidation. Excessive inventories 
should be promptly reduced and if 
necessary sold out at below cost. 


TABLE I 


Sources of Cash and Working 
Capital in Averting Threatened 
Failure 


Internal 


Reduction or Discontinuance of Divi- 
dends or Withdrawals 

Reduction in Salaries, Wages and 
Bonuses 

Forced Collection of Receivables 

Liquidation of Excessive Inventories 

Liquidation of Subsidiaries 

Sale of Unnecessary Fixed Assets 

Increase in Depreciation and Deple- 
tion 

Tax Recoveries 

Improved control and Reduction of 
Expenses 

Collection of Officers’ and Employees’ 
Loans 


Advances and Loans from Officers’ 


and Stockholders 
Speed up in Turnover of Receivables 
Speed up in Turnover of Inventories 
External 


Bank Loans and Revolving Lines of 
Credit, Secured or Unsecured 
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Sale of Bond or Note Issues 

Sale of Stock Issues 

Advances on Contracts 

Loans from Trade Creditors 

Sale of Treasury Stock 

Discounting Receivables 

Loans on Inventories 

Chattel Mortgage Loans on Equip- 
ment 

Friendly Extensions and Adjustments 
with Creditors 

Funding of Bank Loans and Floating 
Debt 

Admission of Partners with Cash 
Capital 

Mergers and Consolidations 

Loans from Government Agencies, 
ie. R. F. C., Federal Reserve 
Banks, etc. 


An old but wise rule has been to 
“let the profits run and cut the losses 
short.” If such a rule were followed 
there is little excuse for a manage- 
ment’s permitting inventories to ex- 
pand to the stage of obsolescence or 
heavy potential loss against a declin- 
ing price level. Cash may also be 
raised through a partial liquidation of 
fixed assets, although selling bricks 
and mortar and machinery is quite a 
different problem from moving inven- 
tories, especially of a consumption 
goods character. Idle equipment in- 
volves a heavy drain on working cap- 
ital and cash while overexpansion in 
fixed assets adds inevitably to over- 
head expense with consequent inroads 
upon the company’s cash position. 

One of the first sources of cash to 
a going concern represents the circu- 
lation of trade receivables to cash 
where properly supervised and man- 
aged by an aggressive credit and col- 
lection department. A vigorous col- 
lection of slow accounts and if neces- 
sary compromises with bad accounts 
together with extensions and partial 
payments of slow receivables should 
be undertaken immediately if there is 
evidence of this failure tendency, the 
responsibility for which is chargeable 
to the credit and collection depart- 
ment. 

While such drastic methods as the 
forced sale of receivables or the 
“hocking” of this first and valuable 
source of cash and working capital at 
exaggerated discount rates may also 
rehabilitate the cash position, such 
methods should not be resorted to ex- 
cept under conditions of what might 
be characterized as “third degree” as- 
‘sistance. Effective merchandising 
policies with genuine sales on a cash 
or conservative (Cont'd on P. 36) 
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§.I.C.M. Courses 
Are Aunounced 


in June for the program of 

courses to be given at the Sum- 

mer Institute of Credit Manage- 
ment, from June 10th to 23rd under 
the joint sponsorship of the National 
Association of Credit Men and the 
Babson Institute. 

The Summer Institute will be held 
on the very attractive campus of the 
Babson Institute, 14 miles from Bos- 
ton, Mass. The lecture halls, library, 
dormitories and other facilities of the 
Babson school will be occupied by the 
Summer Institute. The Babson cam- 
pus, which is situated in a beautiful 
park adjoining the campus of Welles- 
ley college, has been called one of the 
most attractive afforded by any pri- 
vate school. 

The courses of study and the large 
number of important business econo- 
mists who will deliver the lectures 
during these two weeks make it quite 
certain that this first Summer Insti- 
tute of Credit Management will set 
a high standard in credit education. 
It is planned to issue certificates for 
successful completion of the two weeks 
course. There also is in contempla- 
tion a further award or diploma cov- 
ering two or three years attendance 
at the Summer Institute. This inno- 
vation in the Association’s education- 
al activities promises to be a success 
and by that token may become a per- 
manent institution. 


* Arrangements were complete late 
he 


Important Lecturers Listed 


‘THE evening lecturers now include 
Roger Babson; C. Oliver Wel- 
lington, Scoville, Wellington Co., 
president, American Institute of Ac- 
countants; Wm. H. Grimes, Com- 
mercial Credit Co.; A. J. Guffanti, 
vice-president, Springfield National 
Bank; Henry Heimann, Executive 
Manager, N.A.C.M., and others. 
Regular classes will run fifty min- 
utes, each beginning at 8:30 in the 
morning and finishing at 2:30 in the 
afternoon, with an hour out for 
luncheon. The afternoon will be used 


as required for study, and the bal- 
ance for recreation. Evening lectures 
will begin at 7:30 and probably last 
for one hour. It is felt that this 
schedule will give enough leeway for 
recreation, and at the same time per- 
mit close and serious application to 
the regular courses of study. 

A general outline of the courses 
follows: 

Recent Developments in Credit 
Management (required course). This 
course will consist of open forum ses- 
sions with short presentations by ex- 
perts on ten different subjects of 
present concern to credit and finan- 
cial executives. 

Business Organization and Man- 
agement (Professor Millea, Babson 
Institute). This course will cover 
graphic illustrations, types, character- 
istics and functions of good organiza- 
tion ; principles of management ; man- 
agement, production, inventory con- 
trol; equipment policy; trends. 


Sprague Talks on Money 


CONOMICS of Money and 

Credit (Dr. Sprague, Harvard 
Law). This course will focus on 
monetary and banking problems of 
this country under existing circum- 
stances ; the gold problem; the ability 
of the reserve system to control 
credit; the reactions of government 
finance upon the credit situation ; the 
failure of low interest rates to induce 
a demand for capital; consideration 
of so-called managed currency; and 
related problems. 

Problems in Credit Management 
(Professor Starkweather, N. Y. U.). 
This will include cash discount analy- 
sis and its abuse; checking for credit 
conditions and limits; evaluation of 
credit information; measuring credit 
department efficiency; credit depart- 
ment personnel analysis; analysis of 
financial statements for credit limits ; 
detecting failure tendencies ; averting 
debtor failure through creditor coope- 
ration; voluntary and involuntary 
methods of handling the insolvent ac- 
count, 


Psychology for Executives (E. J. 
Benge, Industrial Engineer). This 
will cover psychology in modern man- 
agement; customer psychology; se- 
lecting employees; training your em- 
ployees; eniployee compensation; 
merit rating; efficient environment; 
economy of effort in the office ; under- 
standing what employees want; su- 
pervision and leadership; self analy- 
sis and personal effectiveness. 


Harvard Man on Law 


LEGAL Aspects of Credit (Dr. Mc- 

Laughlin, Harvard Law). This 
will include legal remedies against 
solvent debtor; methods of treating 
insolvencies (moratoria, rehabilita- 
tion, liquidation) ; bankruptcy or in- 
solvency procedures (especially treat- 
ment of general creditors) ; corporate 
reorganization (particularly general 
creditors’ position and responsibili- 
ties) ; practical and legal limitations 
upon legal remedies; credit manager 
and lawyer relations. 


NALYSIS of Financial State- 
ments (Professor Petersen, Bab- 
son Institute). This course will cover 
form and content of the balance 
sheet ; form and content of profit and 
loss statement; viewpoint of person 
analyzing statements ; methods of an- 
alysis ; analysis of financial condition ; 
analysis of earning power. 

Business Cycles and Economic Sta- 
bility (E. L. Quirin, Babson Reports, 
Inc.). This course includes the ap- 
proach to cycle theory; available eco- — 
nomic series likely to reveal cyclical 
forces or stability ; study of economic 
series; action and reaction; plausible 
approach to obtaining stability; how 
present cycle is developing ; inflation ; 
examination requiring short answers. 

Among the registrants there are 
several women credit managers, and 
many registrants’ wives are taking ad- 
vantage of this enjoyable two weeks. 

The cost to the registrant is $75.00 - 
for the full two weeks, which will in- 
clude room, board and tuition. Spe- 
cial arrangements have been made for 
those who intend to live off-campus 
whereby they may receive tuition, 
luncheon and dinner for $55.00. 

There is a possibility that there 
may be a few vacancies caused by late 
cancellations. Those who may be 
able to make late registrations, com- 
municate at once with the National 
Institute of Credit, One Park Ave- 
nue, New York, N. Y. 














Tums Collections 11 Times 


Liquor Distributor Has 32 Day Average 


many beer parlors, taverns, and 
the various other specialized 
types of liquor service establish- 
ments, began to dot Main Streets 
and cross roads, giving rise to a new 
industry and, from the standpoint of 
credit practice, one of the most color- 
ful and interesting groups of accounts 
ever encountered by a_ wholesale 
credit manager. 

Especially interesting is how whole- 
sale distributors of liquor products 
have in this short time adjusted their 
credit granting and collection pro- 
cedure to meet some very complex 
conditions, such as prevail in few 
other industries with a longer span 
of credit experience. The average 
retail liquor merchant is severely 
handicapped by lack of working cap- 
ital, yet uses credit to a greater ex- 
tent than most other retail merchants. 
Credit is the sole means of financing 
purchases of furniture and fixtures, 
of bottle goods and other liquor prod- 
ucts for resale in his establishment. 

Yet, despite the fact that the busi- 
ness is an especially risky one, com- 
petition keener than in most other 
retail fields, mortality high, beset with 
numerous legal restrictions and reg- 
ulations and many other complicating 
factors, experience with this class of 
accounts has on the whole been fa- 
vorable. Speaking of the experience 
of the Bohemian Distributing Com- 
pany, serving such accounts in west- 
ern states, it is possible to present 
some interesting figures showing ac- 
tual accomplishments in the face of 
none too favorable credit conditions. 
Analysis of past year’s operations 
shows an eleven times collection turn- 
over. The average account was col- 
lected in thirty-two days. Credit 
losses have been insignificant, con- 
sidering the large volume of credit 
business done with retail accounts in 
scattered communities. 

‘THE credit manager accustomed to 
dealings with longer established, 
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therefore more stable enterprises, 
would regard such accounts as too 
risky to justify extension of generous 
credit facilities. Particularly so since 
many of those engaged in the retail 
liquor business have not had the bene- 
fit of previous business experience 
to qualify them for the task of con- 
ducting their establishments along 
sound lines. The helter-skelter 
growth of the industry has attracted 
individuals from various walks of 
life, waiters, bartenders and the like, 
who have had to adjust themselves 
to the difficult task of conducting a 
difficult business successfully. 
However, there is an element of 
safety inherent in this business which 
in great part makes up for the lack 
of capital and other basic credit re- 
quirements. The average proprietor 
of a liquor dispensing establishment 
is governed by a code of honor in 
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his credit dealings. More so than in 
any other type of business, he adopts 
a sporting attitude toward his credit 
relation. Probably this is so because 
of his very background and attitude 
of mind. In this relatively young in- 
dustry there are many instances of 
going businesses being built up with 
no capital whatsoever. The personal 
element has entered largely in the 
establishing of credit relations with 
fixture and equipment houses, and 
with wholesale liquor distributors. It 
has also vitally affected the whole- 
sale credit manager’s method of han- 
dling collections. 

Education has been an essential 
feature of the wholesale distributor’s 
credit program. It has been neces- 
sary to sell the liquor store or liquor 
dispensing establishment proprietor 
on the wise use of credit as contrib- 
uting to the very life of his business. 
The entire procedure, from the open- 
ing of accounts to the handling of 
collections, has been geared with this 
goal in view. In developing such a 
procedure the wholesale distributor 
has made some notable contributions 
in the matter of personalizing credit, 
with the two-fold object of stimulat- 
ing volume of sales and at the same 
time effecting a high collection turn- 
over. 

Incidentally, some of the practices 
developed by the liquor distributor 
could be applied with equal effect in 
other businesses where similar condi- 
tions exist. Practices relating par- 
ticularly to education and credit-sales 
cooperation have a broader applica- 
tion than may be supposed off-hand. 


Many Extra Problems 


EFORE going into some detail 

regarding the procedure of open- 
ing accounts, controlling authoriza- 
tions and handling of collections, as 
well as the important phases of sales- 
credit cooperation, it is well to out- 
line some of the broader phases of 
the problem. The problem is consid- 
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erably complicated by the fact that 
the liquor industry is subject to legal 
regulations and restrictions which af- 
fect the wholesaler’s and retailer’s 
operations and in many ways bear on 
their credit relations. 

Certain legal requirements, such as 
the listing of prices, imposition of 
various taxes, not to mention other 
restrictive legislation, tend to reduce 
the spread between production and 
resale prices, which inevitably nar- 
rows the wholesale distributor’s mar- 
gin of profit. The wholesale distrib- 
utor is compelled to operate with a 
profit spread of only 134 per cent in 
certain localities, to a maximum of 
3 per cent in others. He is under the 
necessity, therefore, to do a large 
volume of business with rapid turn- 
over in both sales and collections in 
order to operate profitably. For the 
same reason, the liquor retailer oper- 
ates with a relatively small mark-up, 
which usually averages only 30 per 
cent. This is less than in many other 
retail businesses. The operator of 
a liquor dispensing establishment is 
in a more favorable position as re- 
gards mark-up, which is considerably 
higher. However, cost of doing busi- 
ness is also considerably higher than 
in the average retail shop. A con- 
tributing factor is the high license 
cost, which in California runs to as 
high as $700 per annum—a consid- 
erable fixed item of expense for a 
small establishment. The retailer, 
whether he is the operator of a bar 
cr tavern, or a merchant handling 
liquors with other merchandise, must 
do a large volume, with a big turn- 
over and good gross profits, to com- 
pensate for this added expense. 


How Taxes Affect Credits 


How the various kinds of regula- 

tions and taxes in one way or 
another bear on credit relations be- 
tween wholesale distributors and their 
customers, particularly with respect 
to the handling of collections, is an 
interesting study in itself. For one 
thing, it is the practice to limit the 
number of liquor licenses in a given 
territory. While this necessarily re- 
stricts the number of outlets for the 
wholesale distributor, it has its favor- 
able aspects. The license privilege 
constitutes an important tangible asset 
which the retailer is eager to retain 
at all odds. Mortality is high enough 
despite this restriction, but there is 
no question that limiting of license 
privileges has been a stabilizing influ- 
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Plant of the Bohemian Distributing Co. in Los Angeles 


ence to correct indiscriminate com- 
netition brought about by overcrowd- 
ing the field. As such, it has helped 
many to operate successfully, to meet 
their obligations to equipment houses 
arid wholesalers. 

In twenty-one states there are laws 
which bear more directly on the 
wholesaler’s credit relation to his cus- 
tomers. In some of these states re- 
tailers are required to pay cash for 
their liquor purchases; in others 
there is some form of credit control. 
The wholesale distributor is required 
by law to report all past-due accounts 
to a state bureau. If such accounts 
have not been paid within a specified 
time no further credit can be extended 
to the dealers concerned by any of the 
local distributors. 

On its face this looks like a good 
thing for the wholesale credit man, 
but experience with this plan reveals 
some features which have question- 
able merit. In one state where this 
rule has been in effect retailers have 
found devious ways to circumvent it, 
such as by issuing checks which could 
not be cashed by the wholesaler un- 
til some future time. It has given 
rise to other underhand methods 
which, to say the least, smack of dis- 
honesty. In a measure this restric- 
tion has unnecessarily aggravated the 
wholesale distributor’s selling prob- 
lem by reducing many dealer pur- 
chases to a cash basis, resulting, for 
one thing, in small size orders and 
frequent deliveries. 

Handling costs of such orders are 
very high, with the result that profits 
are greatly reduced. Many credit 
managers are of the opinion that this 
type of credit control in the long 
run mounts selling cost, therefore is 
more harmful than beneficial to a 
wholesale firm equipped with an effi- 
cient credit and collection department. 
THIS is shown by the fact that 

many wholesalers operating in 
areas where such control is non ex- 


* . ° . 7. . . >. . . . 7. 9 


istent have been operating with small 
losses and unusually good collection 
turnover. 

Another disturbing element of in- 
creasing concern to the credit man- 
ager of a wholesale liquor house is 
the method of handling sales tax col- 
lections. In some states use of to- 
kens simplifies things for the credit 
man. However, in certain states, of 
which California is an example, re- 
tailers are required to remit their 
sales taxes quarterly, in a few each 
month. This complicates matters for 
the credit manager, particularly as to 
the handling of collections. When 
the retailer is in default on payment 
of sales taxes, the state has a prior 
claim on his assets. Unfortunately, 
there is no means of knowing 
whether the retailer is in such default. 
No provision has been made to pub- 
licize sales tax delinquencies. At- 
tempts to obtain such information 
from the state authorities have been 
beset with such difficulties as to ren- 
der the effort unproductive. There 
is much room for cooperation, which 
some day may materialize. 

In view of this circumstance it is 
all the more necessary for the credit 
manager to watch each account, to 
constantly revaluate it on the basis 
of credit experience and use of credit 
interchange information. It is also 
most desirable, under the circum- 
stances, to encourage each retailer 
to use a dependable system of records 
for guidance in conducting his op- 
erations and making provisions for 
accounts payable. 


Have Uniform Policy 


ALTHOUGH the organization of 

the Bohemian Distributing Com- 
pany is spread over a large territory 
which includes Southern California, 
Arizona, a portion of Texas, New 
Mexico and Nevada, a uniform credit 
and collections policy is followed. In 
each of the six branch offices the lo- 
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cal credit and office manager looks 
after these details, under supervision 
of the general credit office in Los 
Angeles. In the branch offices, as 
well as in the home office terfitory, 
there is a close tie-up of sales and 
credit, drivers and salesmen partici- 
pating in checking of credit and col- 
lecting of accounts. 

The usual procedure in opening 
an account is to have the driver fill 


out a questionnaire giving the salient’ 


facts about the individual and his 
business. In appraising the account 
special attention is given to informa- 
tion concerning the individual, his 
history and business background. 
Character information is stressed be- 
cause it determines better than any- 
thing else the kind of risk we are 
taking on. For as already stated, the 
average operator of a beer bar or tav- 
ern has little to show in a way of a 
balance sheet of assets and liabilities. 
Usually, all of the equipment has been 
purchased on credit. He starts with 
shoe-string capital to tide him over 
a short time, depending on quick 
turnover of liquor products to keep 
his place going. It is extremely im- 
portant, therefore, to obtain as much 
information as possible about his 
character, and his previous credit rec- 
ord. In all instances, when opening 
an account, we obtain a mercantile 
report, checking particularly the in- 
formation it contains regarding per- 
sonal history and character refer- 
ences. This is supplemented by a 
credit interchange report. In fact, we 
prefer to use credit interchanges at 
least three times a year, finding them 
very valuable for general reference 
and for authorizing charges. 


Wise Use of Credit 


HERE are several points of spe- 

cial interest connected with the 
method of opening accounts and han- 
dling collections. For instance, it is 
customary to address a letter advis- 
ing that an account has been opened 
for the customer’s convenience and 
outlining the credit terms. The let- 
ter is worded to suggest the advisabil- 
ity of living up to the terms for the 
customer’s own protection, by ena- 
bling him to continue his business as 
- a sound credit risk. Basic considera- 
tion in sending this letter is to edu- 
cate customers on the wise use of 
credit. As such it has proven of 
great educational value. This pro- 
cedure is something new in the 
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field of wholesale credit practice, al- 
though it has long been used by man- 
agers of retail stores. Our satisfac- 
tory experience with this medium 
suggests the thought that other types 
of wholesalers could employ the same 
idea to excellent advantage, particu- 
larly with accounts that need build- 
ing up. 

The entire credit program is predi- 
cated on the desire to encourage 
customers to make full use of their 
accounts. In effect no credit limits 
are designated, contrary to the estab- 
lished practice in other lines of busi- 
ness. Sometimes it happens that a 
customer will place an extraordinarily 
large order. This is by no means 
discouraged if it is found that he is 
capable of moving the goods from his 
shelves and effect a quick turnover. 
If he is in the habit of paying his 
bills with reasonable promptness no 
special risk is taken. In such cases 
we take the precaution of checking 
the circumstances which make it nec- 
essary for the dealer to carry a larger 
stock, which is usually done through 
our drivers and salesmen. 

Still another peculiarity of our 
credit and collection set-up is that 
with the class of accounts referred to 
no collection letters are used. We 
have found that the average pro- 
prietor of a bar or tavern deeply re- 
sents this type of collection approach. 
He is honest at heart and is apt to 
react with sensitiveness to any sug- 
gestion reflecting on his true inten- 
tions. This, of course, is not true 
of our accounts in the grocery and 
drug fields, where the sending of let- 
ters to delinquent accounts is cus- 
tomary, and in a measure effective. 


Telephone Helps in Collections 


FOR the class of liquor dealer ac- 
counts mentioned the telephone 

is, however, proving really effective 
in collecting overdue items. Unlike 
the collection letter, this medium in- 
troduces a personal touch. It al- 
lows more latitude in slanting the 
appeal. Usually the telephone ap- 
proach is toned to emphasize the sales 
angle. At all times we try to leave 
the impression on the customer that 
we are most anxious to sell him all 
the goods he needs. As in our ac- 
count opening letter, we stress the 
importance of maintaining satisfac- 
tory relations for his own protection. 
Much of the collection work is done 
by our drivers and salesmen. Com- 
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ing in constant contact with the cus- 
tomer, and being friendly with him, 
he can, if he uses the correct ap- 
proach, collect without antagonizing. 
However, much effort has been spent 
in training the drivers and salesmen 
to handle this particular job. At first 
the drivers seemed reluctant to men- 
tion overdue accounts to their cus- 
tomers, for fear of antagonizing them 
and losing business. Through meet- 
ings and person to person talks we 
have tried to put over the thought 
that in reality, in neglecting to col- 
lect overdue accounts, they would 
lose sales. 

We have developed a number of 
activities to stimulate the effort of 
drivers in collecting over-due ac- 
counts. For instance, it is customary 
to supply the driver with duplicate 
bills for their guidance in collecting 
such items. We have found, however, 
that the practice of stamping a star 
next to the overdue portion of the 
balance offers an additional incentive 
to the driver to collect that amount. 


How Contests Are Used 


W E have also experimented with 

the idea of employing contests 
among salesmen to spur their collec- 
tion effort. Some time ago this firm 
conducted a sales contest for drivers 
and salesmen, with prizes being 
awarded to those who earned so many 
points based on securing additional 
volume. Although this contest was 
staged by the sales department it was 
possible to inject the credit angle to 
good advantage. This was done by 
offering additional points to individ- 
ual drivers and salesmen successful 
in collecting a quota of overdue ac- 
counts. 

The program here outlined sug- 
gests the importance of well directed 
and intensive collection work in deal- 
ing with accounts which according to 
hard and fast credit rules would be 
regarded as-poor risks. Yet, collec- 
tion results have been better than in 
other industries, where credit trans- 
actions are founded on perhaps more 
basic considerations. This is shown 
by the consistently high collection 
turnover, negligible losses, not to 
overlook the fact that not once in a 
decade had it been necessary to re- 
sort to legal action for the collection 
of bad debts. Indeed, the entire 


_ program has been founded on under- 


standing of the problems, and limita- 
tions, existing in an industry hardly 
out of its swaddling clothes. 
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Commercial Credit Analysis-III 


The Balance Sheet in Credit Appraisals 


about a balance sheet is its date. 

The trading assets and’ current 

liabilities of many businesses ex- 
pand and contract at regular inter- 
vals in response to seasonal influ- 
ences. When a snapshot of the ac- 
counts of the business at a given mo- 
ment of time is presented to the anal- 
yst in the form of a balance sheet, it 
is manifestly a matter of considerable 
inportance for hiin to know at what 
particular stage of the inflating and 
deflating process the picture was 
taken. 

Some businesses are less seasonal 
in nature than others but in practical- 
ly every business there is some con- 
sistent pattern of variation in its ac- 
counts attributable to the period of 
the week, the period of the month, or 
the period of the year. Therefore 
the value and significance of a balance 
sheet is materially enhanced by an 
appreciation of the date it bears and 
a comparison with preceding balance 
sheets loses much of its meaning un- 
less both exhibits are of an exactly 
comparable date. 


: One of the most important things 
u 


The Natural Business Year 


A BUSINESS with rather pro- 
nounced flucuations in sales or 
service activity, and consequently in 
receivables and inventories, should 
choose as its fiscal closing date the 
low point in its normal trading cycle, 
that is, an annual date during a period 
in which the greatest normal contrac- 
tion is likely to be consistently 
achieved in its current debt total. 
This means that receivables and in- 
ventories together will tend to be at 
an annual minimum on such a date 
and that one major cycle of cash, to 
merchandise, to receivables, and back 
to cash again, will have been com- 
pleted and another not yet begun. 
The twelve months’ operating in- 
terval, from one low point of the 
trading cycle to another, is known as 
the “natural business year” and the 
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adoption of a fiscal period on such a 
basis, instead of on the customary 
calendar year, has been urged on busi- 
ness men by bankers and accountants 
for a number of years. 


Value to the Business Man 


HE use of the natural business 

year as a fiscal period has been 
rather widely accepted and continues 
to grow in favor. It is a logical, prac- 
ticable, business expedient that af- 
fords certain definite advantages to 
all concerned. The business, with its 
liabilities at a low ebb, is able to put 
its best foot forward from the stand- 
point of balance sheet proportions. 
The burden of inventory-taking will 
not only be reduced to the extent of 
the normal seasonal contraction in the 
quantities to be checked and valued 
but the lower level of business activi- 
ties at such a time will permit the use 
of employees in the work who might 
otherwise be idle or who may be used 
without interference with their reg- 


ular duties. Furthermore, the man- 
agement should have more time to 
give to the accountants to assist in 
the preparation of financial state- 
ments as manufacturing and mer- 
chandising problems should not de- 
mand as much attention during the 
period of seasonal inactivity. 

The accountant benefits by the re- 
lief afforded the heavy concentration 
of his work during the first few 
months of the year when the con- 
tinued majority of calendar year clos- 
ings and the massing of tax engage- 
ments makes necessary the employ- 
ment of temporary, and perhaps less 
efficient assistants. The improved 
spacing of accounting engagements 
throughout the year should enable an 
accounting firm to do a more thor- 
ough job in each instance and might 
well mean a savings in costs to 
clients. 

The banker, too, benefits by a bet- 
ter regulated flow of financial state- 
ments into analytical departments and 
bank credit exectives are able to de- 
vote more time to individual situa- 
tions. More important, however, we 
feel that a balance sheet drawn off 
at a seasonal low point at the conclu- 
sion of a normal trading cycle is con- 
siderably more valuable in the hands 
of a credit analyst than one prepared 
at the peak point or at some inter- 
mediate stage of the operating season. 

In a business with no marked sea- 
sonal fluctuations, the annual closing 
date may be chosen primarily with 
the matter of economy and conveni- 
ence in mind. Most industries and 
business lines, however, have some 
reason for preferring one date over 
another. 


The Analytical Significance of 
Low Point Figures 


(THE extent to which the seasonal 

expansion in the receivables and 
inventories of a business is capable of 
being liquidated at a reasonable profit 
is the most reliable indicant of the - 
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soundness of its operating activities. 
To supply the analyst with a balance 
sheet of the business at its peak point 
only, or at some intermediate stage 
only, is to render his task needlessly 
difficult for he is then confronted with 
the necessity of satisfying himself as 
to the soundness and liquidity of an 
enlarged total of trading assets. By 
awaiting the completed effects of nor- 
mal seasonal liquidation he gets a 
much simpler and a much clearer pic- 
ture of the business. The recurrent 
ability of the enterprise to liquidate 
profitably to the seasonal low point 
shown at the close of its natural busi- 
ness year is his best assurance that 
the investment of funds in receivables 
and inventories at the peak point was 
sound. The realization of assets 
through cash receipts is, after all, the 
conclusive test of asset soundness. 
Of course, it would also be helpful 
to have an interim balance sheet 
drawn off at or near the seasonal peak 
to show the extent to which debt rises 
during the year and the amount of 
strain that is put on current asset cov- 
erage at the maximum point of debt 
expansion. However, it is frequently 
felt inadvisable to insist on interim 
statements and in many instances it 
is impracticable to have them pre- 
pared because of the difficulty and ex- 


pense of taking mid-season inven- 
tories. 


Approximation of the Peak 
Position 


‘THE analyst, nevertheless, can 

make a satisfactory approximation 
of the position of the business at its 
peak point by obtaining an estimate 
of anticipated maximum current bor- 
rowings. The current debt total in 
the fiscal year balance sheet can then 
be written up by an amount equal 
to the excess of anticipated maximum 
borrowings over year-end borrowings 
and this amount also added to the 
total of current assets at the year- 
end to approximate the position of the 
business at its point of peak seasonal 
expansion. This procedure is fol- 
lowed on the theory that the pro- 
ceeds of all current borrowings will 
be used to carry expanded trading as- 
sets and that the current asset total 
will be increased accordingly. Due 
allowance, of course, would have to 
be made for contemplated diversions 
of working capital for non-current 





1See Appendix 1. 
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purposes, such as plant expansion, 
etc. 

The ratio of current assets to cur- 
rent liabilities at this estimated peak 
point and the contemporary relation- 
ship of total debt to net worth are of 
vital significance to the analyst in ap- 
praising the soundness and propriety 
of a current borrowing program. 


Consolidated Balance Sheets 


NOTHER primary consideration 
in viewing a corporate balance 
sheet is the importance of noting 
whether it purports to be a summation 
of the assets and liabilities of the indi- 
vidual company alone, or whether, in 
the event there are subsidiary units, it 
represents a consolidation of the as- 
sets and liabilities of these subsidiar- 
ies with the assets and liabilities of 
the parent company. 

An individual statement of a parent 
company with subsidiary investments 
will include among its assets the net 
value of its ownership equity in the 
assets of the subsidiary corporations, 
which, of course, gives the reader no 
indication of the nature of those as- 
sets or of the extent of creditor claims 
against them. In a consolidated bal- 
ance sheet the subsidiary investments 
are displaced by the actual assets and 
liabilities of the subsidiary units which 
are integrated into those of the parent 
company. The itemized nature of the 
assets of the entire organization is 
then disclosed and the extent of its 
total indebtedness becomes apparent. 
Thus a consolidated balance sheet is 
a fundamental exhibit in the consider- 
ation of credit to a corporation with 
subsidiary investments. 

The important thing for the ana- 
lyst to remember, however, is that 
the creditors of the subsidiary cor- 
porations enjoy. a preferred position 
to the extent of the assets of the obli- 
gated unit. For this reason it is 
patently desirable, in lending to the 
parent company, to recommend that 
all subsidiary financing be provided 
for by the parent company in order 
that the preferred debt of the sub- 
sidiaries to. outside interests may be 
kept to a minimum. In any event, a 
bank should hesitate to lend upon the 
basis of a consolidated balance sheet 
alone for the cream of the assets 
shown therein may be subject to top- 
ping by prior creditor claims on sub- 
sidiary units. An individual balance 
sheet of the corporation seeking the 
credit should always be obtained and, 
if practicable, balance sheet and oper- 
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ating figures on each subsidiary com- 
pany. The progress and condition of 
each component unit can then be ap- 
praised and an estimate made of the 
drag or impetus it lends to the effi- 
cient functioning of the entire or- 
ganization as a whole. 


Preferred Stock as Debt 


HERE there are preferred stock 

issues of subsidiaries outstand- 
ing in the hands of outside interests 
and these shares are preferred as to 
assets, they should be regarded as 
debt in viewing the consolidated bal- 
ance sheet from a liquidating stand- 
point. Since the parent company’s 
common stock interest in the assets of 
such a subsidiary is subordinate to 
the interest of preferred stockholders, 
the preferred stock issue ranks along 
with the subsidiary’s direct indebted- 
ness as a prior claim on its assets. 
If the preferred stock is cumulative 
and there are dividends in arrears, 
and if the surplus of the subsidiary is 
sufficient to cover the arrearage, then 
the total of the delinquent dividends 
should also be looked upon as debt in 
considering the liquidating strength of 
the consolidated balance sheet. This 
is true, of course, because the liquidat- 
ing value of the parent company’s 
common stock investment is limited 
merely to a residual interest in the 
subsidiary’s assets after all creditor 
and preferred stock claims have been 
fully satisfied. 

Needless to say, the analyst should 
ascertain exactly the companies that 
make up the consolidated picture and 
the extent of the parent company’s 
ownership of each. A company be- 
comes a subsidiary, of course, when 
more than 50% of its voting stock is 
acquired by the parent company but 
its assets and liabilities should not be - 
taken up in a consolidated balance 
sheet unless the minority interest in 
the company is relatively small, both 
in proportion to its own net worth 
and in proportion to that of the pa- 
rent company. A consolidated bal- 
ance sheet is based upon the assump- 
tion that the parent company indi- 
rectly owns all the assets of the sub- 
sidiaries and the margin of error in 
this assumption, as represented by 
minority ownership interests, should 
not be permitted to be unreasonably 
large.” 

So far as balance sheet comparisons 
and the computation of ratios are con- 
cerned, it would seem that common 
stock minority interests in consoli- 
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An innovation at the New Orleans Credit Congress was the Registration Bulletin Board provided by the Postal Tele- 


graph Company under the supervision of F. J. Akesson, divisional superintendent, Dallas and city superintendent, New 
Orleans. With an efficient crew of assistants these Postal men copied off the registrations as they were made and by 
means of teletype tape posted the names with information about city and hotel room numbers, on a large board which as 
seen above was about as wide as five men. The men shown will be recognized by all who attended the Convention. 
To others we give the information that they are (left to right) President-Elect Ray Wilson, Salt Lake City, Ned 
Pillsbury, New Orleans, Past National President and Chairman of the New Orleans convention; Albert R. Spaar, 
President of the New Orleans Association of Credit Men; J. A. Monier, National Director, Wesson Oil and Snow- 
drift Co., New Orleans, and Frederick H. Schrop, National Staff, Director of conventions. This bulletin board was 
very much appreciated by the visiting delegates and was one of many ways in which the Postal Telegraph Company 
has cooperated with the National Association of Credit Men. 


dated balance sheets should be barred 
from both debt and net worth classi- 
fications and treated merely as a 
nondescript balancing element. In 
truth, the ownership of the net assets 
shown in a consolidated balance sheet 
(where there is a minority interest) 
is vested in two bodies: one, the usu- 
ally preponderant part owned by the 
parent corporation ; the other, the rel- 
atively minor part owned by outside 
stockholders. Since the latter has 
nothing to do with the parent cor- 
poration, it is better not to view it as 
a part of net worth; since it is an 
ownership element nevertheless, it has 
no place as a part of debt. 


The Current Position 


A® an aid to an intelligent inter- 

pretation of the balance sheet, it 
is a well-established accounting and 
analytical practice to segregate cash 
and those assets that will ordinarily 
be converted into cash in the normal 
course of business within twelve 
months’ time from other assets of a 
permanent, slow, or continuing na- 
ture, and to segregate liabilities that 
will mature within the same twelve 
months’ period from those which by 
their terms do not have to be dis- 
charged until some later date. A com- 
parison of the total of cash and those 
assets that will be realized within a 
year (current assets) with those lia- 


3 H. A., “Principles of Accounting,” 
Volume tt * Pcntice Hall Tne, “Noe eek, 
,P | 


bilities that will have to be liquidated 
within a year (current liabilities) es- 
tablishes the current position of a 
business and is taken as a popular 
guide to its soundness and solvency 
as evidenced by its ability to meet its 
obligations as they mature. 


This relationship is commonly ex- 
pressed in the current ratio, a single 
figure indicating in effect the number 
of dollars of current assets available 
to cover each dollar of current debt. 
Most analysts are agreed that the cur- 
rent ratio would be far more expres- 
sive if its method of computation were 
reversed, that is, if current liabilities 
were related to current assets instead 
of the other way around. In this way 
the ratio would have a real meaning, 
indicating how much must be realized 
on each dollar of current assets to 
liquidate fully all current indebted- 
ness.? 


The present inverted method of 
computation, however, is so well-in- 
trenched and widely accepted that 
only confusion would result from an 
attempt to reverse the meaning of the 
current ratio. We suggest, therefore, 
that the preferred analytical relation- 
ship of current liabilities to current 
assets be treated as an entirely new 
ratio method of stating the current 
position of a business and that, ap- 
propriately enough, the term “current 
ratio” be reversed to name the new 





8 Wall, Alexander, “How to Evaluate Financial 
Statements” (Harper & Brothers, New York, 
1936), pp. 35-36. 


ratio the “ratio current.” By giving 
the new relationship a new but equal- 
ly as apt and convenient a name, con- 
fusion is avoided with the old cur- 
rent ratio and the “ratio current” may 
immediately be used to supplement 
the old relationship and, as its use 
develops and its merits become bet- 
ter known, may eventually displace it 
completely. 


Adequacy of the Current Ratio 


[It is obvious that the adequacy of 
' a given current ratio is dependent 
not only on its size but also on the 
quality of the current assets which 
make up the positive or protective side 
of the relationship. A ratio of 100 
(one dollar of current assets to each 
dollar of current debt) is fundamen- 
tally sound if current assets are en- 
tirely in the form of cash; a ratio of 
300 (three dollars of current assets to 
each dollar of current debt) may not 
be nearly as acceptable if current as- 
sets are largely in the form of slow- 
moving or questionable merchandise. 
As an aid to interpreting changes 
in the current ratio, some analysts 
favor the use of the ratio of merchan- 
dise to receivables. Since merchan- 
dise is carried at cost values and re- 
ceivables at sales values, which in- 
clude profits, the mere movement of 
funds from merchandise to receivables 
will tend to increase the total of cur- 
rent assets without causing a corre- 
sponding increase in current habili- 
ties and thus the (Cont’d on P. 27) 
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Credits an Present-Day Exports 


Banker Reviews Pan-American Prospect 


trade in this, the second year of 

the European war, is not appar- 

ent from a casual examination of 
trade figures, which for 1940 indi- 
cate about four billion dollars export, 
as against about $3,200,000,000 in 
1939. An analysis of the figures, how- 
ever, indicates that a substantial part 
of our total volume is due to the ac- 
celeration of exports of material nec- 
essary for the conduct of the war: 
Material shipped to the British Em- 
pire and to France, prior to its capitu- 
lation. Our exports to the United 
Kingdom alone in 1940 amounted to 
about one billion dollars, which was 
just twice as large as our 1939 ex- 
ports. The impact of the war has cre- 
ated a change not only in the type of 
commodity exported, but also a 
change in the geographic distribution 
of our exports. 

Our European and Near East mar- 
kets, which previously absorbed a 
large part of our manufactured com- 
modities and agricultural products, 
are practically non-existent and at 
best are subject to hazards that make 
the extension of credit inadvisable at 
this time. Iran, Palestine, Portugal, 
Sweden, Switzerland and Turkey still 
remain as customers in a limited way, 
but operations almost wholly are on 
a letter of credit basis. Even this form 
of financing is not without its risks 
and many American exporters are in- 
sisting on letters of credit calling for 
payment against a certificate of man- 
ufacture or other local documents, 
such as warehouse receipts or do- 
mestic bills of lading, rather than 
payment against ocean bills of lading. 


oy disruption of our export 
w 


War Purchases Predominate 


‘HXPORTS to the United King- 

dom, Canada, South Africa, 
Australia, India, New Zealand and 
Malaya are still moving out in sub- 
stantial volume, but here again the 
greater part of the business, with the 
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exception of Canadian business and 
purchases by the British Purchasing 
Commission, is being financed with 
letters of credit. 

The limited purchases of the 
French possessions throughout the 
world present a rather serious prob- 
lem for exporters, as all funds of 
French Nationals are blocked in the 
United States. Almost wholly, Amer- 
ican exporters are insisting on letters 
of credit and in this event, the banks 
opening the credits must apply to the 
Treasury Department for a license be- 
fore the credits are opened. 

In respect to shipments to the Far 
Eastern area, many American export- 
ers are concerned over the future re- 
lations of the United States and Ja- 
pan. The possibilty of disruption of 
shipments to and payments from the 
Philippine Islands has been widely 
discussed in some quarters and, in 
fact, an acute shortage of shipping 
space’ has already hampered export 
and import trade. This is an impor- 
tant market for us and will be fol- 
lowed with great interest by numer- 
ous exporters, particularly for the 
long time trend. Under the Indepen- 
dence Act of 1934, complete inde- 
pendence will be accorded the Philip- 
pine Islands in 1946 and at such time 
imports of sugar, cocoanut oil, cord- 
age, etc., which now enter the United 
States duty free, will be subject to 
full American duties. Likewise, mer- 
chandise imported into the Philippine 
Islands from the United States will 
be subject to duty and as this is a 
two-way traffic that would be seri- 
ously disrupted by duty imposts, it 
seems likely that steps would be taken 
to ameliorate the situation. Sales to 
China, Japan, and Thailand are most 
generally confined to letter of credit 
basis. Credits from this area should 


be examined closely, as in some cases 
“Authorities to Purchase” are issued 
which place full recourse with the 
drawer of the draft until eventual re- 
ceipt of dollars from abroad. 

Quite generally, our exports to the 
Latin American countries have shown 
increases during the year 1940, not- 
withstanding that the foreign ex- 
change situation has become some- 
what more acute as a result of disrup- 
tions brought about by the war. The 
loss of European markets has seri- 
ously reduced exchange availabilities 
in the Latin American area, with but 
little hope of immediate material im- 
provement. Unless means are found 
to dispose of surpluses of raw mate- 
rials (and some operations along 
these lines have already been ar- 
ranged), or unless foreign exchange 
is created in other ways, such as by 
investment of foreign capital, by tour- 
ists, etc., it is obvious that our ex- 
ports to Latin America will be con- 
fined to an amount equivalent to our 
purchases in that territory, disregard- 
ing, of course, loans through U. S. 
Government agencies. Our exports 
to Latin America in 1940 exceeded 
our imports by about $100,000,000, 
and this is a trend that cannot be 
continued indefinitely under existing 
world conditions. 


Our Future Is to the South 


THE future importance of the mar- 
kets to the south of us cannot be 
overemphasized and it may be of in- 
terest to discuss conditions in some 
of the more important. countries. 
Argentina: For some years past, 
the Argentine has limited the amount 
cf merchandise imported from the 
United States. Imports are on a li- 
cense basis and when permitted have 
been paid for with but little delay. 
An examination of trade figures clear- 
ly indicates the reasons why the Ar- 
gentine has been forced to restrict 
the volume of its imports from us. 
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For the year 1940, our purchases 
fiom the Argentine amounted to about 
250 million pesos and our sales to 
about 315 million pesos—an adverse 
balance for the Argentine of about 
65 million pesos. As compared with 
these figures, imports and exports of 
the United Kingdom with the Argen- 
tine were, respectively, 520 million 
pesos and 214 million pesos—a favor- 
able balance for the Argentine of 306 
million pesos. If it were possible for 
the Argentine to convert this favor- 
able balance with the United King- 
dom into United States dollars, as in 
normal times, the amount of their 
imports from us could be substantially 
liberalized. However, under the agree- 
ment existing between the United 
Kingdom and the Argentine, favor- 
able pound balances may not be con- 
verted into United States dollars, but 
must be utilized for purehases in the 
United Kingdom and sterling block 
countries, or for debt service, etc. 
Hence, the amount of dollar exchange 
available to pay for imports from the 
United States will depend almost 
wholly on the amount of exchange 
created by their sales to us, again dis- 
regarding United States loans. The 
country’s export trade has been run- 
ning behind and in 1940 it showed in 
all an adverse trade balance of about 
17 million dollars U. S. Exports for 
the first two months of 1941 declined 
46% in value, as compared with the 
same period in 1940. On the favor- 
able side, it may be said that the 
political situation shows signs of im- 
provement; we have authorized loans 
of $110,000,000, and our recent more 
substantial purchases have generally 
improved relations between the two 
countries. 

In order to facilitate the importa- 
tion of American products heretofore 
prohibited, new regulations were es- 
tablished on February 26, 1941, by 
which importers in the Argentine may 
bid in an auction market for dollar 
exchange previously disposed of in 
the free market. The expectation is 
that sales of certain types of Argen- 
tine products to the United States not 
heretofore exported in volume may be 
increased to a point where it will be 
possible to grant an increasing num- 
ber of import permits for products 
previously prohibited. For the pres- 
ent, auction exchange is being allotted 
in the amount available, for two 
classes of merchandise, depending on 
their importance. No exchange is be- 
ing allotted for so-called luxuries. 


BOLIVIA: This country’s eco- 


nomic and financial difficulties, 
which date back a number of years, 
were further aggravated by the long 
war with Paraguay; the depreciation 
of the boliviano; the decline in the 
price and curtailment in the produc- 
tion of tin, and other factors of an 
unfavorable character. The exchange 
situation during the period was rather 
acute but will undoubtedly be relieved 
when shipments begin to move in vol- 
ume to the United States under the 
five-year contract with the Metals Re- 
serve Corporation in Washington. It 
is said that this arrangement should 
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‘produce in all approximately $85,- 
000,000 U. S., but of course only a 
certain percentage of the exchange 
will accrue to the Government. A 
more plentiful supply of dollar ex- 
change should become available as a 
result of this arrangement and some 
signs of improvement are already 
noticeable. While some bills are paid 
promptly, others are delayed pay- 
ment for long periods. 

Brazil: Notwithstanding the loss 
of European markets as a direct con- 
sequence of the war, Brazil is appar- 
ently doing very well exchange-wise ; 
in fact, in 1940 a favorable trade bal- 
ance of $13,000,000. was reported. 
Coffee prices have improved mate- 
rially as a result of the Pan Amer- 
ican Coffee Agreement and in respect 
to that commodity, it is surprising to 
note that in 1940 coffee represented 
only about 33% of the country’s ex- 


ports, as contrasted with approxi- 
mately 63% in 1930. Encouragement 
is being extended to the development — 
of other raw materials and to the de- 
velopment of new markets, all of 
which may result in new and enlarged 
sources of foreign exchange. The 
influx of foreign capital and the sub- 
stantial amount of foreign exchange 
available from cotton exports have 
also aided materially. -The greater 
part of our export bills is being 
liquidated with but little delay. 

Chile: It is apparent that this 
country has felt the repercussions of 
the European war as much as, if not 
more, than any of the other South 
American countries. A return to the 
prosperous conditions, which arose 
after the outbreak of the first World 
War, did not materialize and an acute 
shortage of foreign exchange exists. 
The last reports received indicate that 
about $5,000,000. American merchan- 
dise is now held up in customs await- 
ing exchange availability. So-called 
“export draft exchange” is scarce and 
within recent months the announce- 
ment was made by the Exchange Con- 
trol that dollar exchange would be 
granted only for the most necessary 
needs and purposes. Since February, 
1939, importers are required to apply 
for an import permit before sending 
the order abroad, but the granting of 
such permit is no guarantee that ex- 
change will be provided promptly. In 
fact, bills are delayed payment from 
several days to approximately five 
months in some cases. 


Colombian Preferences 


COLOMBIA: On April 8, 1940, 

regulations were made effective, 
placing all imported merchandise in 
four categories. Exchange preference 
will be accorded merchandise in first 
category and bills covering such mer- 
chandise are paid promptly. Mer- 
chandise in categories, two, three and 
four is paid for with about two to 
three months’ delay. -In_ recent 
months, an improvement has been no- 
ticeable in exchange allocations, as 
previously bills covering merchandise 
in the last three categories were de- 
layed payment four to five months. 
As liquidation for the latter three 
categories is made at rates of 17914- 
187, and 195, respectively, compared 
with an official rate of 17514, Amer- 
ican exporters should have a definite 
understanding with importers in 
advance as to the payment of ex- 
change differentials. Before exchange 


































































































































































is granted in this country, a number 
of documentary formalities must be 
complied with. Documentary require- 
ments are strict and it might be well 
for exporters to have an understand- 
ing in advance with buyers that 
application for exchange will be filed 
as promptly as possible. 


Improvement in Ecuador 


Ke UADOR: Signs of an improve- 

ment in the exchange situation in 
this country are apparent, as many 
bills are now paid with but slight de- 
lays. A few months ago, one of the 
banks in the country, in commenting 
on the situation, said that dollar ex- 
change has been promptly released 
and it is only a question of fulfilling 
the required formalities and deposit- 
ing the equivalent in local currency 
for obtaining the corresponding draft 
on New York in reimbursement of 
collections. For the first quarter of 
1941 a monthly exchange allotment 
of $1,000,000. was made available by 
the Central Bank to pay for imports 
and while no information has been 
received in respect to second quarter 
allocation, it is believed that it will 
not be less. Ecuadorean imports for 
the first eleven months of 1940 
amounted to about $10,000,000. and 
exports for the same period amount- 
ed to about $9,700,000. If foreign 
trade figures maintain themselves at 
about the same levels for the first 
half of the present year, no serious 
exchange difficulties should be en- 
countered. Dollar exchange is avail- 
able to importers on a quota basis; 
advance import permits are necessary 
before shipment of goods from 
abroad, and while the import permit 
cannot be construed as a guarantee 
of eventual payment in dollars, never- 
theless it is an indication that the dol- 
lars will be provided. 

Mexico: Prior to the election of 
President Camacho, business relations 
between the United States and Mex- 
ico were somewhat strained. Begin- 
ning with January 1938, there was a 
steady decline in commerce. Amer- 
ican and other properties were expro- 
priated without due compensation and 
for a time serious doubts existed as 
to the continuance of our silver pur- 
chase policy as it applied to Mexico. 
_ The visible improvement in relations 
between the United States and Mex- 
ico since the election of President 
Camacho; a reversal of the extreme 
policies of President Cardenas; the 
possibility of an influx of foreign 
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capital for investment; the return of 
flight money; the inclination to ad- 
just the expropriation of properties ; 
the better agricultural situation ; and 
other favorable factors, have improved 
the outlook to a point where many 
American exporters are again willing 
to extend terms to good buyers, 
whereas they formerly insisted on cash 
in the United States. 


Peru Looks to U. S. 


PER U: This country, like others in 

Latin America, has felt the ef- 
fects of the loss of European markets, 
but the situation has not become seri- 
ous enough to warrant the inaugura- 
tion of foreign exchange restrictions. 
Exports have been well maintained 
and increases to the United States, 
Chile and Japan are said to have com- 
pensated for losses elsewhere. Bills 
are delayed payment for not more 
than about ten days in most instances, 
but the situation should be watched for 
future developments. 

Uruguay: This country bases its 
allocations of exchange on the amount 
of exchange created by its sales to 
the respective buying country. For 
a long period, no systematic alloca- 
tions were made to the United States, 
as our purchases during the period 
were negligible. The marked expan- 
sion in. Uruguayan exports to the 
United States in 1940, which exceeded 
twice their imports from us, has im- 
proved our position materially and 
payments are being made promptly 
when the prior import permit has been 
granted. Recent advices from a bank 
in Uruguay state that the exchange 
authorities have authorized a quota of 
$15,000,000. for importations from the 
United States during this year. 

Venezuela: In past years, little 
difficulty existed in this market in ob- 
taining dollar exchange to pay for 
imports from the United States, al- 
though for a time in 1937 an exchange 
shortage became apparent. After 
the outbreak of the war in Europe, 
however, imports into the country in- 
creased substantially and the exporta- 
tion of petroleum and other products 
to Europe decreased, making for a 
disequilibrium in the exchange mar- 
ket. Foreign exchange regulations 
are now in force and in accordance 
with regulations of October 25, 1940, 
official foreign exchange will not be 
furnished for the payment of imported 
merchandise unless an import permit 
has been obtained from the Import 
Control Commission. Permits are is- 
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sued in original and duplicate. The 
duplicate should be sent abroad with 
the order and must be presented by 
the shipper to the Venezuelan Consul 
with relative shipping documents of 
certification. This requirement ap- 
plies not only to new shipments, but 
also to merchandise corresponding to 
orders placed abroad prior to October 
25, 1940, that have not been shipped 
from abroad before March 17, 1941. 
The Banco Central de Venezuela and 
the Control Board have authorized for 
payment all items arising from trans- 
actions made with foreign countries 
previous to October 25, 1940 and ma- 
tured before February 28, 1941. The 
authorization is subject to presenta- 
tion by the drawees, to the bank hold- 
ing the draft of a written declaration 
covering the merchandise, commercial 
invoices and customs receipt. Old 
bills have been delayed payment in 
some cases up to eight months max- 
imum. Delays are occasioned in most 
part by the failure of drawees to pre- 
sent the necessary documents to the 
bank and to clerical difficulties in the 
banks, arising from the large volume 
of collections to be liquidated at one 
time. According to a report from the 
American Consulate dated March 21, 
1941, $10,000,000. in old collections 
have been paid to date, leaving about 
$4,000,000. to be paid. In accordance 
with a decree of January 31, 1941, 
exchange will be allocated as follows: 

15% for Government require- 
ments. 

15% for old obligations. 

63% for future imports, insurance, 
freight, interest and dividends on for- 
eign capital. 

7% for living expenses of Ven- 
ezuelan residents abroad. 

On April 7 last, an exchange alloca- 
tion of $5,000,000. was announced by 
the Banco Central for April, to be 
utilized in accordance with the fore- 
going percentages. 

New bills are being liquidated with 
but little delay and it is apparent that 
a sufficient amount of exchange is 
available to meet current needs. 
WHILE the business of the Cen- 

tral American countries cannot 
be compared in volume with the busi- 
ness of the South American countries, 
nevertheless this is an important mar- 
ket for American exporters. As the 
economy of the area depends to a 
great extent on the export of coffee 


‘and bananas, the disruptions of the 


war have created relatively serious 
change difficulties (Cont'd on P. 38) 
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N. A. C. M. Conventionites get a taste of the New Orleans Mardi Gras spirit as the closing entertainment on Thurs- 
day. (Top)—King and Queen of Mardi Gras ball and their pages. (Center)—The King crowns the new Prexy (even 
in this disguise his friends could tell it is Ray Wilson). (Below)—-Some of the costumes at the Mardi Gras ball 
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How NACM Views Taxation 


Report of National Committee at New Orleans 


Taxation, during the past year, 
was largely confined to matters 
of Federal taxation. 

During the hearings .in Congress 
on the excess profits tax bill a mem- 
ber of the Committee presented testi- 
mony in opposition to various provi- 
sions of the bill. The Association’s 
views on the matter, as thus pre- 
sented, were incorporated in the off- 
cial records of the hearings. 

Subsequently, a meeting of the 
Committee was held in Chicago to 
discuss plans for presenting the Asso- 
ciation’s views in connection with the 
general tax changes which were ex- 
pected to be considered by Congress 
in connection with the Defense Pro- 
gram and the need for additional tax 
revenue. As a result of that meeting 
a statement was prepared which has 
been presented to the Committee on 
Ways and Means of the House of 
Representatives and the Committee 
on Finance of the Senate. That state- 
ment probably will be supplemented 
by verbal testimony which will be 
presented during the tax hearings. 

The statement referred to is of 
necessity rather lengthy but not at 
all technical and covers briefly the 
following. 

The Committee realizes the finan- 
cial ‘requirements of the National De- 
fense Program have already greatly 
increased the need for tax revenue. 
That need will probably increase pro- 
gressively during the remainder of 
the Defense Program. Increases in 
the Federal debt and in the annual 
interest charge on that debt will cre- 
ate a further need for additional 
revenue from taxation. As a conse- 
quence, both individuals and busi- 
ness organizations must be prepared 
to. face an increasing tax burden. 

As the tax burden on business in- 
creases, it is imperative that every 
possible effort should be made to 
levy taxes as equitably as possible, 
administer them as efficiently as pos- 


= The work of the Committee on 
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sible, and bring about changes in our 
tax laws which will simplify and 
clarify our tax system. 

It is not necessary to describe, in 
detail, the well-known trend of tax 
legislation in recent years, much of 
which has contributed to a complica- 
tion, rather than a simplification of 
our tax system. In the field of com- 
mercial credit, those developments 
and the present condition of our tax 
laws have increased the difficulties 
of credit administration, created un- 
certainties with regard to the credit 
standing of companies seeking credit 
and, in the case of thousands of firms, 
actually impaired their credit condi- 
tion. There is ample evidence to 
prove that the growing burden of 
taxation has been largely responsible 
for the impaired financial condition 
of many companies during recent 
years. 

Changes in our tax laws are urg- 
ently needed not only to enable busi- 
ness to meet more adequately the 
needs of the National Defense Pro- 
gram but to prepare business to 
withstand more successfully the 
shocks and economic dislocations 
which may be expected to follow the 
war and the cessation of our own De- 
fense Program. Unless our tax sys- 
tem is improved and simplified, a 
great many companies will be com- 
pletely unprepared to meet the hard- 
ships which will be experienced then. 

A constructive program of tax re- 
vision now will help to prevent the 
collapse of many corporations which 
will almost certainly not be able to 
withstand the effects of a serious post 
war business depression. Many cor- 
porations will not have the adequate 
reserves which helped to cushion 
them against the effects of the last 
major depression. It is important 





OP a RS 8 2 Bf Re 28 8 OE Bey Be 


to remember the difference between 
the period preceding 1929 when cor- 
porations, large and small, were gen- 
erally able to build up substantial re- 
serves, and the period since 1933, 
with its years of subnormal business 
volume, the undistributed profits tax, 
the great increase in the number and 
burden and other forms of taxation 
and, finally, the excess profits tax. 

It is the considered judgment of 
this Committee that, unless Congress 
makes a determined effort to elim- 
inate some of the major faults in our 
tax system, the mortality rate of 
business during the aftermath of the 
war will be much greater than it 
would otherwise be, and demoraliza- 
tion of credit conditions then will in- 
crease proportionately. 

The views and recommendations in 
this report are concerned primarily 
with a few basic principles of taxation 
which we believe to involve a funda- 
mental influence on our credit struc- 
ture. The proposed changes in our 
tax laws are related to those princi- 
ples which, briefly stated, are as 
follows: 

(1) An effective and equitable 
system of taxation should provide 
adequate relief to cover all abnor- 
malities of earnings which occur in 
the operation of business concerns. 

(2) It should be flexible enough 
to meet changing situations. 

(3) It should be predicated on the 
principle of ability to pay and should 
not be unduly burdensome on small 
and medium sized business concerns. 

(4) It should be as free as pos- 
sible from complexities which com- 
plicate tax administration, make it 
difficult for the tax payer to deter- 
mine tax liability, and impose unnec- 
essary burdens and expense on the 
tax payer in connection with the fil- 
ing of forms and other administrative 
requirements. 

’ These are not the only qualifica- 
tions of an efficient tax system but 
they are the (Cont'd on P. 28) 
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The Road Goes Ou! 


Report on the Credit Fraternity Fund 


each other. It’s a trait we're 

proud of, but we never got the 

most good from this spirit of 
friendship until we organized the 
Credit Fraternity Fund last year. 
The Fund is a non-profit organiza- 
tion chartered under the laws of New 
York. It is supported by voluntary 
contributions. Its officers and direc- 
tors are leading credit executives who 
serve without compensation. It has 
only one objective: to help the less 
fortunate credit man who is out of 
work through no fault of his own— 
to show him that somebody cares and 
is going to do something about it. 
Kind words will help a man for a 
while, but it takes action to get him 
back on his feet and return him to 
useful work. 
And ACTION 
is what the Fund 
stands for. 

The idea of a 
permanent or- 
ganization to 
deal with unem- 
ployment among 
credit men orig- 
inated in the 475 
Club, a society of 
credit men which 
has not limited 
itself to the so- 
cial purposes for 
which it was 
Originally 
formed, but has gone on to study 
the personal problems of credit men 
and try to find means of meeting 
these problems. For some years 
the Club served as an informal clear- 
ing house for job information. A 
special fund was raised and used to 
help men in need. A great deal of 
good was done, but the problem was 
too big to be handled by a single 
group. It called for the united ener- 
gies and the united support of all 
credit men. 

To enlist this support it was neces- 
sary to present the idea of a Fund 


“ Credit men have always helped 
ue 





to the Convention hall in New Orleans. 
ground with a gold embroidered circle symbolizing the Vigilantia seal. These 
ties may be purchased by N.A.C.M. members from the Credit Fraternity Fund, 


By HARRY J. DELANEY 


of Meinhard, Greeff & Co., Inc., Presi- 
dent, New York Credit Men’s 
Association 

forcefully. A banquet was held for 
this purpose at the Astor on Decem- 
ber 9th, 1939 in honor of seven past 
presidents of the National Associa- 
tion of C. M. who gladly lent their 
support. The objectives of the Fund 
were described before over two thou- 
sand credit men. Response was im- 
mediate and enthusiastic. From the 
proceeds of the banquet and from 
gifts—several of them very large— 
an initial sum of $13,429.03 was 
raised. The Credit Fraternity Fund, 
Inc., became a fact and the hopes and 
ideals of the profession were trans- 
lated into action. 





NACM Prexy, John Redmond and Albert Spaar, New Orleans Association 
president purchase Credit Fraternity Ties at the special booth at the entrance 


384 Fourth avenue, New York City 


That was a year ago—it’s time now 
to make some comparisons and see 
what the Fund has done. 

Last year the credit man who was 
out of work had nowhere to turn. Of 
course, there were the professional 
placement bureaus, but these bureaus, 
by their general nature, could not con- 
centrate on the personnel problems of 
a highly specialized field. Now the 
credit man has an efficient central 
bureau of his own which knows when 
jobs are open and where to find the 
men for the jobs. 

Last year a man who had exhaust- 


These ties have a solid blue back- 


ed all his resources in looking for 
work was forced to turn to public 
charities. Now he can come to the 
Fund and get financial assistance over 
the rough places in the soad—help 
from men who know his problems— 
men who will build up the faith in 
himself that he is in danger of los- 
ing. 

Last year the business world knew 
little about unemployment in the 
credit field. Now it knows that a 
central agency exists to fill person- 
mel requirements quickly and effi- 
ciently with qualified men. Business 
knows that the Fund does not sit 
back and wait for vacancies to be re- 
ported to it—that it makes personal 
contacts with executives in every 
field—that it knows the needs of busi- 
ness as well as 
it knows the 
needs of its 
members. What’s 
more, business in 
general has ac- 
quired consider- 
able respect for 
the credit man 
because he meets 
his own prob- 
lems by his own 
strength. 

To get down 
to hard facts 195 
men have come 
to the Fund in 
the past year. 
We have placed 98 of these men; we 
have given relief to 23 of the 97 who 
are still unemployed. In doing this 
we have spent $13,429.03, using all 
the money given to the Fund last 
year. This spring we started a sec- 
ond campaign. We set a goal of 
$25,000, determined that the work 
so bravely begun should not be 
stopped, that those who were depend- 
ent upon us should not be told that 
they had come to the end of the road. 
In this determination the credit men 
of New York are united. 

Fresh money has flowed into the 
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Fund through subscriptions from 
member companies, trade groups and 
individuals. Most heartening is the 
great number of individual member- 
ships. To my mind, that’s the finest 
vote of confidence you could want— 
525 individual memberships in a few 
months—for it shows that the Fund 
represents the credit fraternity. It’s 
not supported by a few public-spir- 
ited men and companies. It draws 
its strength from the rank and file, 
from men who are glad to make a 
personal sacrifice to help their less 
fortunate friends. 

Last week we passed the $25,000 
goal we had set. Today we have 
$28,500 in money and pledges and it’s 
still coming in. By the end of this 
month credit men will have given 
over $40,000 since the fund was 
started. 

Part of this money comes from the 
sale of the credit man’s tie. I am 
wearing one now and so are many 
members of the New York Associa- 
tion. We're proud of them; they 
mean as much to us as the American 
eagle on his cap means to the soldier, 
for they are the badge of what we 
believe in—The credit fraternity. The 
man who wears the credit man’s tie 
is proud of his profession and he 
wants the world to know it. Every 
cent you pay goes directly into the 
Fund. You'll help men who need it. 
Above all you’ll have an opportunity 
to share in this work and do your 
part towards relieving distress among 
unemployed credit men. 

The men we have helped are not 
ungrateful. They are not chronic re- 
lief cases. When they get back on 
their feet they take their turn at help- 
ing others. One young fellow—and 
there are others like him—gave the 
Fund $10 out of the first wages of 
the new job we found for him. We 
tried to refuse it, for we knew that 
he needed the money, but he would 
not take it back. He wanted to do 
his part, to help others as they had 
helped him. In another case, we 
found an excellent opening for a man 
but the prospective employer would 
. not consider his application because 
he owed over $1000, $500 of which 
had come to judgment. Through 


friends of the Fund this money was 
raised, the debts paid and the man se- 
He has already 


cured the position. 
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paid back over half of the money ad- 
vanced to him. These cases are not 
unique. I could tell you many more, 
but I think these two real life stories 
will show you the kind of man who 
comes to the Fund. He may be down 
—he may have lost Capital and Ca- 
pability for the time being—but he 
has held tight to the last “C” of 
credit—Character. 

I have given you the facts—the dol- 
lars and cents statistics we look for 
as credit men in analyzing a report. 
But just as a man’s character some- 
times bulks larger than his actual as- 
sets, so the spirit of the Fund is 
greater than its concrete achievements. 
We have given practical help to many 
men. We have found jobs for them; 
we have paid their debts; we have 
helped their families, but the great- 
est achievement of the Fund is its suc- 
cess in showing men near the end of 
their courage that the road goes on 
—that the future is still ahead of 
them. Because of the Fund many 
men have found faith in themselves 





again. They know that someone 
cares—that something is being done 
for them by men who know their 
troubles—men who have confidence 
in their ability to win back a useful 
place in society. Those who come 
to the Fund are not “cases’”—they 
are friends who need help and the 
Fund receives them as friends. Fi- 
nances can be built up again; debts 
can be paid, but a man’s self respect 
can seldom be restored once it is 
completely lost. That is our great 
task—to keep intact a man’s belief in 
himselfi—to help him keep his head 
high. 

If we lack the spirit which makes 
the Credit Fraternity Fund possible 
we are of little real value in the world. 
The legislative accomplishments of 
our association become meaningless— 
our educational efforts have no real 
purpose. It was all said 2000 years 
ago: “If I speak with the tongues 
of men and of angels and have not 
charity I am become as sounding 
brass or a tinkling cymbal.” 





From left to right: George Wilkins, newly elected Grand Exalted Superzeb, 


(John Deere Plow Company, Memphis, Tennessee), and H. T. Kelley, retiring 

Grand Exalted Superzeb, (The Envelope Corporation, San Francisco, Califor- 

nia). Midst great blasts of trumpets and extraordinary fanfare, the Annual 

Round Up of the Zebra Herd was held in conjunction with the 46th Annual 

Credit Congress at New Orleans, May 13, where 150 Zebras elected George 

Wilkins to succeed Herb Kellye as Grand Exalted Superzeb for the ensuing 
year, took their oats and made merry for the evening 
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in and recommendations does here- unequalled by any organization. 
id by declare it adopted, as follows: 


Through the 


-_ National Asso- 
le ciation of Credit 
d. Men, this Credit 
of Congress pledges 
a4 with the utmost 
al sincerity to up- 
rs hold the charac- 
na ter of credit, to 
ot enlarge the 
1g credit capac- 


ity of our na- 
tion and to safe- 
guard the capital 
of the country’s 
business organi- 
zations. 

Because of the 
vast import of 
the role of credit 
in our national 
economy, as well 
as in the con- 
duct of interna- 
tional trade, this 
Credit Congress 
urges all credit 
executives, and 
particularly the 
members of the 
National Asso- 
ciation of Credit 
Men, to evaluate 
and recognize 
fully the benefits 
which are ob- 
tainable through 
the complete un- 
derstanding and 
use of the serv- 
ices and activ- 
ities of this As- 
sociation. 

The scope of 

b, the work of this 
. Association —its 

persistent efforts 
in “Guarding the 
Nation’s Profits” 
and its determi- 


al 
e 
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ceived from its Committee on 
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Statement of Policy Adopted at 
New Orleans Convention 


ct cs Credit Congress having re- nation to advance the place of the a wider general use .by credit ex- 
uu 


To NACM Men In Service 


A* EVERY national emergency since the National Association of Credit 
Men was founded in 1896, its members have been quick to respond 
to their country’s call for assistance. Today a number of Association 
members are enrolled for defense of our country in the Army, Navy and 
Marine Corps. 

Our Association is proud of these members and of the other mem- 
bers who will answer the call to their nation’s colors in the months to 
come. To express its pride and appreciation it is : 

RESOLVED, that this Forty-sixth annual Credit Congress pay tribute 
to the members of the National Association of Credit Men who have 
joined the armed forces of the United States. : 

BE IT FURTHER RESOLVED, that a copy of this resolution be 
sent to each Association member who is serving in the armed forces. 


U.S. Army 


Furber, Charles L., Boston—Colonel, 101st Field Artillery, Mass. National 
Guard, Camp Edwards, Falmouth, Mass. 

Vickrey, Henry H., Los Angeles—Lieutenant Colonel, 160th Infantry, 
Camp San Luis Obispo. : 

Carnahan, Hugh L., Chicago—Lieutenant Colonel, Field Artillery, Re- 
placement Center, Fort Sill, Okla. 

Boyer, H. E., Akron—Major, 51st Infantry, Pine Camp, N. Y. 

Ames, Henry P., Washington, D. C.—Major, QMC, Fort Eustis, Va. 

Dixon, Fred J., Cincinnati—Captain, Camp Davis, Holly Ridge, N. C. 

Rogers, C. T., New York—Lieutenant, Army Intelligence Service, U. S. 
Army Bldg., 39 Whitehall St., New York, N. Y. 

Briggs, E., Jr., Milwaukee—Lieutenant, Armored Force Replacement 
Center, Fort Knox, Kentucky. 


‘Bloss, Jacob A., Syracuse—Lieutenant, Adjutant General’s Department, 


First Military Area, Federal Bldg., Syracuse, N. Y. 

Smith, Willis T., Los Angeles—Lieut., 67th Armored Regiment, Fort 
Benning, Ga. 

Freedman, Alan L., Buffalo—Lieut., QMC, Philadelphia, Pa. 

Nordhaus, Robert J., Albuquerque—Sergeant, Headquarters Company, 
104th Anti-Tank Infantry, Fort Sam Houston, San Antonio, Texas. 

Broughton, William R., Albany—Sergeant, Battery A, 209th Coast Ar- 
tillery (A. A.), Camp Stewart, Georgia. 

Henson, William C., Syracuse—Private, c/o Adjutant General’s Office, 
27th Division, Fort McClellan, Anniston, Ala. 

Apple, William S., Duluth—Priv., Ist Med. Reg’t., Co. A, Fort Ord, Calif. 

Smith, Wesley C., Kansas City—Priv., Second Cavalry, Fort Riley, Kan. 

Moen, Franklin E., Philadelphia—Private, Headquarters Battery, 37th 

_ Field Artillery, Fort Sam Houston, Texas. 

Price, J. H., Newark—Priv., Fourth Platoon, Battery D, Fort Eustis, Va. 

Harrell, Robert P., Los Angeles—Private, 8th Signal Service Co., C. A. 
S. C. No. 1947, Camp San Luis Obispo, Calif. 

Fortner, Lee J., Los Angeles—Private, 62nd Company, 8lst Training 

. A. P. O. 41, Tacoma, Wash. 

Sellards, D. F., Los Angeles—Priv., Coast Artillery, Fortress Monroe, Va. 

—— J. - — York—Private, Battery A, 79th Field Artillery, Fort 

Gold, William J., Buffalo—Private, Company M, 28th Infantry, A.P.O. 
No. 8, Fort Jackson, South Carolina. 

Evans, R. C., Kansas City—Private, 9th Cavalry, Camp Funston, Fort 
Riley, Kansas. 


U.S. Navy 


Tucker, W. B., Atlanta—Lieut. Comm., Bur. of Navigation, Washington. 
Lantz, Gordon N., San Francisco—Lieutenant, Navy Reserve Training 
Base, Yerba Buena Island, San Francisco, Calif. 





f credit fraternity in the general bus- ecutives of the non-profit, cooper- 
Resolutions a statement of policy jiness structure of the country—is ative services of the several de- 
partments of the Association, pro- 


With this purpose we call for viding as they do improved sources 


of credit inform- 
ation, better 
means of credit 
manage- 
ment, barriers to 
the perpetration 
of commercial 
fraud, provision 
for the education 
of those engaged 
in credit work, 
analysis of the 
effect on credit 
of current and 
proposed legisla- 
tion, and many 
other vital mat- 
ters. 


National 
Defense 


WE recog- 


nize the 
gtavity of the 
national and 
international sit- 
uation through- 
out the world to- 
day. We have 
witnessed the 
blight of war 
among the na- 
tions of the 
world. 

We recognize 
that present 
methods and ma- 
terials necessary 
for the success- 
ful defense of 
this nation are 
no longer ade- 
quate. To the 
end that these 
may be quickly 
brought toa con- 
dition insuring 
complete protec- 
tion, we pledge 
(Cont. on P. 30) 
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the United States, as of the end 

of 1937, which is the latest relia- 

ble figure I have been able to find, 
is close to ten billions of dollars. 
That does not include such items as 
mortgages on real estate. Now, dur- 
ing these days when we have already 
learned how to talk in terms of bil- 
lions with such fluency, we neglect 
the significance of a billion. Let me 
give you an idea of a billion. 

If you figure sixty minutes an hour, 
twenty-four hours a day, three hun- 
dred and sixty-five days a year, 1940 
years since the birth of Christ, you 
will get a billion, nineteen million 
minutes. A dollar a minute since 
Christ was born only gives us a little 
over a billion dollars. We need to 
learn to think relatively. 

Let me translate ten billion. The 
figure must be expressed in propor- 
tions that give us some basis for com- 
prehending the size of an approximate 
ten billion indebtedness of consumers. 

The aggregate national income of 

e United States is estimated at some 
seventy billion dollars for last year. 
Let us. recognize about forty per cent 
of the people gainfully employed ; and 
recognize that each individual gain- 
fully employed gets a share of the 
total income of the United States 
which we call his wage. The wage 
element in the total national income 
normally amounts to two-thirds of 
the total income. That was true dur- 
ing the terrible years of 1932, ’33 and 
*34, as much as in 1926, ’27, ’28 and 
29. It is extremely interesting that 
labor during the worst part of the de- 
pression continued to get the same 
share of the national income. 


me Our aggregate consumer debt in 
w 


What Figures Mean 


IF you will assume that all of those 

laborers are responsible for our 
total consumer debt (which of course 
is not valid), then assume that they 
all stop buying in excess of their in- 
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Why Installment Buyers 
Become Delinguent 


By ROBERT W. ELSASSER 


Tulane University, New Orleans 


come — which they are doing — and 
then assume further that they will 
use fifteen per cent of their income to 
liquidate that debt, it will take in the 
neighborhood of fifteen months to 
wipe out this principal. That is a 
rather startling figure, and perhaps 
the estimate is not valid. At the same 
time I think it worth while to cite that 
kind of comparison to comprehend 
the size of the figure. 

But, you say, perhaps some indi- 
viduals have already saved funds and 
proceed to spend through loans even 
while saving. Treasury department 
studies covering about the same time 
indicated that individual savings were 
negligible in the aggregate. Whatever 
saving is being done nowadays is pri- 
marily institutional saving. If you 
do not believe that, I think if you will 
talk to some bond men and stock 
brokers they will bear out the force 
of that particular statement. 

Now let us emphasize one addi- 
tional point before proceeding to the 
implications of these remarks. Col- 
lection records have been regarded 
as extremely satisfactory in the face 
of high congymer.indebtedness. I do 
not think we can quarrel with that. 
My experience suggests that individ- 
ual credit men have not been too 
much disturbed over collections, es- 
pecially in installment sales. Let us 
agree also, as Mr. Heimann has been 
quoted: “Most people are honest and 
want to pay their bills.” It is inter- 
esting to note that recently the Fed- 
eral Government has built up a re- 
vealing collection ratio for depart- 
ment stores, and is spending a good 
deal of time assembling other collec- 
tion data. If you have not watched 
those figures you should do so; I 
think they are going to become ex- 
tremely significant in the future. 


Why Are Creditors Delinquent? 


WE now move to the question of 
delinquency. We ought to have 









a good deal of material directly from 
the debtor himself, but we can not get 
it. So far as I know, no reliable in- 
formation is available that could be 
taken as altogether objective and ad- 
missible by critics in the field. Why 
is this so? I think principally be- 
cause those people engaged in con- 
sumer research recognize the inade- 
quacy of the questionnaire. Let me 
insert at this point that Mr. Hatch 
and Mr. Maurin tried to get informa- 
tion that I could use to bring specific 
evidence here, but they were unsuc- 
cessful. I had to look in other direc- 
tions for help and I decided it would 
be more sensible to talk to you from 
a general administrative and economic 
point of view, rather than from that 
accepted in the operation of a spe- 
cific credit department. 


Questionnaires Don’t Help 


A FEW comments about figures de- 
rived from questionnaires seem 
necessary. We know generally people 
will not tell you what they really think 
about themselves. We know also 
that if they do talk, they tell you what 
they think you think they ought to 
think. Individuals are continually on 
the defensive when answering ques- 
tions on paper or in the presence of 
strangers. We know people change 
their own standards from day to day, 
and what they think about what they 
do today, is different from what they 
thought yesterday. Individuals are 
not objective analysts about their own 
behavior. Even if they did give us 
answers to questionnaires, we have 
no basis for testing the truth in the 
replies. So, there is little reliable in- 
formation from the customer himself. 
Why have not the psychologists 
done anything about it, you ask. My 
answer is, from what I know from 
some individual psychologists—they 
say they have no time to experiment 
on this kind of thing; there are too 
many other questions in which they 
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are interested on which scientific data 
are more accessible. Very few are 
definitely interested in the application 
of psychological theory in business, 
at least at the present time. 


Why Do People Spend So Much? 


THIS simple set of statements is 
elementary to our discussion. 
When your expenditures are less than 
your income you are saving. In eco- 
nomics we say you create capital. 
When expenses are in excess of in- 
come the result is indebtedness. In 
the long run, people can not spend any 
more than they earn; individually in 
the short run, they can. If ultimately 
they do not repay their indebtedness, 
somebody else pays it. The cost must 
be transferred to or shouldered by 
somebody else. That is inevitable in 
the long run. All useful economic 
theory is borne out in practice. 

Why do people spend more than 
they earn? Let us look at the income 
side. First, because their income is 
reduced ; even when we are good man- 
agers, reduction in income will create 
indebtedness. Second, income is 
sometimes irregular, and we can not 
make reliable estimates of probable 
income. Third, we may suffer com- 
plete elimination of income, through 
loss of job or other source of income, 
such as dividends, and default of bond 
interest. 

Why do people spend as much as 
they do? There are always unfore- 
seen emergencies, sickness, death and 
so on. Individuals make up their 
minds that they would rather defer 
payment than defer the satisfaction of 
want. Individuals are induced to 
make unnecessary purchases. 

“Educational” advertising cam- 
paigns are increasing our wants. We 
believe we are all entitled to partici- 
pate in a “higher scale of living.” And 
we are taught that thrift involves 
wise spending rather than saving. So 
are we comforted in justifying our 
purchases of goods now for which our 
current income is inadequate. 

Thus, most of us have gotten to the 
stage where, if we use credit to the ex- 
tent that it is offered, we come to real- 
ize that it will take a magician to 
manipulate our accounts. I am afraid 
if individuals do not restrict their pur- 
chases, or (are not skilled enough to 
manage their own personal accounts 
after taking full advantage of all 
credit available), they can not con- 
tinue to be up to date in paying their 
bills. What it takes above everything 





else in avoiding delinquency is re- 
straint in the satisfaction of wants. 
That is what I would like to see a 
psychologist investigate. Why don’t 
customers restrain themselves in their 
buying? 


Are We Selling Credit? 


NE of the reasons, from an admin- 
istrative point of view, is that it 
is so easy to get credit, so much of it 
is available. The competitive situa- 
tion, the merchant reasons, makes it 
necessary for him to ease credit terms 
to make more credit available to many 
more people. Credit is a competitive 
weapon, he argues. At the same time 
he feeds his forceful sales appeal. Ef- 
fective copy and continuity hits us be- 
tween the eyes and we find ourselves 
wilting. We just can not resist the 
appeal. Sales arguments are so good, 
that they wipe out our power of re- 
sistance. 

In other words, the main idea about 
delinquency I would like to leave with 
you is this: It has been profitable to 
extend consumption credit, highly 
profitable to those people who have 
financed it and highly profitable from 
the sales point of view. In fact, the 
merchant has discovered that as con- 
sumers, we will spend the income we 
hope to earn next year much more 
readily than we will spend our realized 
income. To him this means less price 
appeal and wider, more comfortable 
margins. 

In other words the profitability of 
selling on credit is primarily responsi- 
ble for delinquency; when you take 
the position that the average con- 
sumer may not be a satisfactory man- 
ager of his own personal finances. 
It’s a dismal idea, because it blames 
the merchant or financing agency who 
register the complaint about delin- 
quency. ' 

It would be interesting also to have 
evidence indicating in what order the 
customer pays his bills. He may pay 
you people first because you can pull 
his meter; then he proceeds to pay 
for his automobile because he knows 
the automobile can be repossessed ; he 
then pays all “must” items like taxes, 
and those who hound him most. The 
real liberal people who are so sympa- 
thetic and so understanding are fre- 
quently left until last. Occasionally 
you do find the rare, appreciative cus- 
tomer, who does govern his action in 
recognition of and gratitude for lib- 
eral credit terms. I would like to be- 


lieve that all people act that way but 
my experience does not permit it. 


How Others Affect You 


[It is obvious now, I think, that your 

own collections are dependent upon 
the credit policies of all merchants. 
Even though their products show no 
direct association with yours, you 
must watch their practices, because 
they determine how much cash your 
customer has to pay you. 

Why am I attacking the problem 
from this angle and why is it of such 
extreme significance at the present 
time? I think the idea occurs to me 
because of what is in prospect for us 
in the course of the next year or two. 
In the first place you know what 
OPACS is telling us through Leon 
Henderson, with his program of price 
control. The intent of the govern- 
ment is on the one hand, to increase 
production as much as we can pos- 
sibly increase it. On the other hand, 
it is also to curtail consumptive ex- 
penditures. That is the announced 
purpose and intent of OPACS in an 
effort to avoid inflation. You may 
argue there is no basis in theory for 
such action—you may not like it but, 
you still must admit they take steps 
to do what they say they are going 
to do. We expect to see a very delib- 
erate program to curtail consumer ex- 
penditure. If that is true it means 
the Federal Government is going to 
take a hand in reducing the use of 
consumer credit. Have you noticed 
in the last few weeks the references 
to the proposed increase in the size of 
the down payment in installment sales 
with a reduction in the term of in- 
debtedness? In fact, a current sug- 
gestion is that no installment paper 
shall extend for more than one year 
beyond purchase date. Some control 
devices through the Federal Reserve 
System are now being talked of and 
may be utilized before we realize it. 

Here is another important idea: 
J. M. Keynes, the great English 
economist, came to this country last 
week and was reported to have been 
invited to this country to talk with 
Washington about taxing the small 
man and making him like it. The 
British taxation program is intended 
not so much to derive revenue from 
ithe small man, but to curtail his ex- 
penditures. 


The British program entails the sale 
of thrift bonds. It is a program of 
compulsory sav- (Cont’d on P. 26) 
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Anais Challenges UW. S. Trade 


What Americans Face in Economic War 


First, let me say that this piece 
about Latin America may be a 
mixture of the pleasant—with the 
grim. Only by considering both 
can we fully realize the conditions 
which we, as businessmen and Amer- 
icans, face today. I hope the com- 
bination of the two will leave you and 
the citizens of this city with an im- 
pression that I am urging you to face 
facts. At no time in our history have 
we so needed to be realistic. 

For years New Orleans has been 
a great center of our nation’s com- 
merce. Today this city and this port 
have become of vital importance in 
our national program for the unity 
and defense of the hemisphere. For 
the task that lies ahead, New Orleans 
has at its command splendid rail, 
river and sea transportation. To 
these will soon be added the airplane 
—the swiftest trade vehicle used by 
man—which will make New Orleans 
a base for speeding its cargoes of 
trade and democratic good-will be- 
tween the Americas. 

Pan American Airways, which pi- 
oneered America’s international air 
trade routes, today awaits only our 
government's go-ahead signal to make 
New Orleans our country’s newest 
springboard for greatly increased ex- 
pansion of trade and commerce be- 
tween the Americas. We hope to 
build—within the shortest possible 
time—a bridge of planes across the 
Mexican Gulf to connect New Or- 
leans with the Pan American net- 
work of airways to every Latin 
American capital and commercial 
center. Given these new facilities for 
modern commerce, the day is not far 
off when New Orleans will flourish 
on the air routes, as it has on the 
river and sea routes, as an aerial ter- 
minus for inter-American trade mov- 
ing from the center of the United 
States through this port, by the short- 
est possible route, into the heart of 
South America. 


i 





Credit and Financial Management . . 


By C. V. WHITNEY 


Chairman, Pan-American Airways 
System 


A® one of the men who brought 

Pan American Airways itito be- 
ing 14 years ago, I remember well 
the constant struggles, the little vic- 
tories and the defeats of the last 
decade. Nevertheless, we have seen 
a little airline start from a perilous 
90-mile flight between Key West and 
Havana in 1927, then progress and 
grow until it now speeds American 
commerce and good-will across half 
the earth. 

This task was not accomplished by 
men with philosophies of defeatism. 
Nor can the job ahead of you be ac- 
complished if you say: “it cannot be 
done” ; or if you believe that it is too 
late—any more than we can safe- 
guard our own security here at home 
if we follow those who say that 
democracy in Europe cannot survive 
the present conflict. Believe me, it 
is not too late to help England in her 
present struggle to preserve freedom 
and democracy. Nor is it too late to 
consolidate the Americas into a 
strong and prosperous community of 
nations that will stand for all times. 

The war has focused our attention 
upon the other side of the Atlantic. 
Our country is concerned with deliv- 
ering great quantities of materials, 
and particularly aviation equipment, 
to the battlefields of Europe, Asia 
and Africa. But today the peace of 
South America is being broken by 
undeclared political and economic 
warfare in which the airplane is also 


_ playing a strong role. There are few 


today who will not agree that the 
most significant political fact of our 
time—and for the future—is the cer- 
tainty that the air is the new road to 
power and trade. The Axis powers, 
especially, are conscious of this in 
South America. 


CONTRARY to popular supposi- 

tion, the demands of the war in 
Europe have not weakened the force 
of the Axis powers in their drive to 
control the air over South America. 
The outbreak of the war caused sus- 
pension of Great Britain’s plans to 
establish a network of airlines on the 
southern continent. The Dutch are 
tenaciously clinging to one small line 
on the North Coast of South Amer- 
ica. The aircraft of Air France have 
been grounded. But into this same 
field, the Axis forces in the air con- 
tinue to move deliberately and ag- 
gressively. 

It may surprise some of you to 
hear that the Axis air powers in 
South America are stronger than ever 
before. Over the transatlantic route 
which the French were forced to 
abandon, Fascist Italy has set up a 
new airline which links Rome and 
Berlin with the great capitals of east- 
ern South America. On the South 
American continent itself, airlines 
owned or in large measure dominated 
by Germany, parallel or oppose 
America’s air services along nearly 
22,000 miles of strategic trade ways. 

The very existence of these foreign 
elements in the Americas has been 
described as a “time bomb laid at the 
most vulnerable part of the United 
States—its economy.” These Axis 
planes, we know, spread the Nazi 
gospel in our neighboring Republics. 
They are petietrating the most re- 
mote sections of the coritinent—where 
no commercial airline can be justified 
by the existing need for transport and 
communication. Commercially, these 
are unprofitable enterprises. Yet un- 
ending subsidies flow across the seas 
and continue to tiake up for their 
steady commercial losses. 


I NEED not tell you that these 

‘foreign air services in Latin Amer- 
ica are not aimed toward commercial 
goals. alone. In many ways they 
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serve other purposes. For instance, 
planes of the German-controlled Con- 
dor Syndicate make mysterious 
flights out over the South Atlantic 
for no reasons which can be justified 
by the commercial character of their 
legally chartered operations. The 
Brazilian Government learned that, 
as late as March 27, an Italian trans- 
atlantic plane, ostensibly on a flight 
to test engines, disappeared off the 
coast of Recife, Brazil, and was gone 
eight hours before returning to its 
base. 

It could, of course, be pure coin- 
cidence that after this “test-flight” 
two Italian steamers heavily ladgn 
with war supplies slipped from the 
Brazilian port—and through the 
British patrol on their way to Europe, 

In Argentina, the Government re- 
cently authorized a new airline to 
establish a local service out of Buenos 
Aires. An American manufacturer 
offered to supply the necessary equip- 
ment, if it could be spared from our 
defense production. The terms were 
attractive, but cash. The American’s 
German competitor, dealing through 
the Nazi Condor Syndicate, was 
ready with a counter-proposal — to 
loan the Argentine airline two mod- 
ern transports of German manufac- 
ture, complete with operating crews, 
for six months. By that time, they 
assured the Argentine operator, new 
planes for replacement would arrive 
from Germany. And these new 
planes they were prepared to deliver 
without deposit and to accept pay- 
ment in installments spread over the 
next five years! 


Axis Methods Transplanted 


AM no alarmist. I am not the 

first to report these and many sim- 
ilar instances. But I can assure you 
that they bear constant repeating. 
What we are witnessing in some 
South American countries now is 
simply a variation of a process of eco- 
nomic aggression which Axis powers 
have worked successfully in Europe 
over and over again. The method 
calls first for the softening of the in- 
tended victim through this type of 
economic malpractice. Later the 
country itself which, through its com- 
merce, has become obligated, sudden- 
ly is faced with the threat of military 
aggression. We have seen how the 
small nations, particularly, have had 
to give up with scarcely more than a 
diplomatic struggle. 
Our Government at Washington 


has for many months been working 
on a program to solidify democratic 
interests in the American republics 
and to find ways and means of ex- 
panding our mutual trade as an off- 
set to foreign economic aggression. 
This program can succeed only if 
it has the absolute loyalty and up- 
to-the-hilt cooperation of every busi- 
nessman in America. It represents a 
goal which requires long-range plan- 
ning and constant, consistent effort. 
It may even demand the sacrifice of 
initial profits in order to enable you 
to withstand the political and eco- 
nomic thrusts of foreign competitors. 
But I know you will stand ready to 





C. V. Whitney 


make such temporary sacrifices with- 
out reservation if and when they con- 
front you, because you know that 
they will be important for our na- 
tional welfare. Large dividends are 
certain to come later. 


Long-View Needed 


[ NTER-American unity and defense 

can be built only upon a broad 
economic base aimed at the perma- 
nent establishment of commercial re- 
lationships. I do not mean to boast 
in pointing to the dynamic activity of 
Pan-American Airways on this score. 
Nor do I wish to infer that what we 
have been able to accomplish, in rais- 
ing American air transport to un- 
questioned leadership in Latin Amer- 
ica, is possible of duplication, to the 
same extent, in all other commercial 
enterprises. 

Pan-American Airways started out 
14 years ago with a realistic program 
and with the determination that, 





despite set-backs and discouragement, 
we would continue to build toward a 
permanent place in the life of the 
Americas. True, we constantly had 
to adapt our development to chang- 
ing conditions both at home and 
abroad. True, we modified plans or 
made entirely new ones to meet the 
changing strain of unorthodox meth- 
ods wherever necessary. But we 
were never forced to deviate from 
our primary course. And—lI believe 
this is significant—we have never had 
to abandon the cardinal principles of 
American business morality. 

For the task ahead you business 
men of America have at your com- 
mand today not only greatly im- 
proved transport and communication 
but many specialized aids as well. 

For example, only a few weeks 
ago, I visited the offices of an import- 
export magazine publishing house in 
New York City. Toward the rear of 
a huge room there was a large round 
object which at first I thought was a 
table of unwieldy proportions, the 
kind around which perhaps fifty men 
could sit comfortably at the same 
time. I asked my friend, the pub- 
lisher, about the table. He brought 
me closer to it. I then saw that this 
was no table at all. Its sides were 
fitted with compartments containing 
telephone directories from virtually 
every foreign city in the world. My 
friend pressed a button by his side 
and the whole object, telephone books 
and all, began turning like the base 
of a merry-go-round. Through this 
ingenious device any member of his 
staff could in a moment find the 
name, address and telephone number 
of every business house in every ma- 
jor country of the world. The device 
also made it possible to check credit 
ratings within a few minutes. 


Credit Risks Similar 


N a similar manner you credit men 
have at your fingertips intimate 
information about the lives and busi- 
nesses of millions of men and women 
throughout the United States. South 
American business men are not basic- 
ally different from us, and informa- 
tion regarding the state of their trade 
and commerce is almost as easily 
available. If this information is not 
within quick reach, the airplane has 
brought it closer than ever before. 
All of this is by way of bringing 
home to 'you the fact that a credit risk 
in a foreign country at peace should 
not be any greater than many right 






















































































in your own home city. 

Of course, there are bad credit 
risks in foreign countries — just as 
there are bad risks here at home. 
But I am sure that those of you 
who are members of the Foreign 
Credit Interchange Bureau will sup- 
port me in criticizing the blindness 
of those who are unwilling to move 
beyond the borders of our own coun- 
try because of an allegedly increased 
credit risk. We have found, through 
analysis, that credit is temporarily 
disturbed by political or social fac- 
tors. But real credit, which is based 
upon the integrity of the individual 
himself, is not so disturbed. 


Individual Integrity High 


CG REvIT men everywhere know 

this to be true. And it is of the 
first importance that all American 
businessmen understand that foreign 
credit, just as domestic credit within 
our own United States is, in the last 
analysis, based upon the individual. 
You will find, as we have, that busi- 
mess in Latin America, just as busi- 
ness here at home, is negotiated and 
administered by individuals who 
share the same qualities of integrity 
which we so highly respect within 
our own business community. 

You may say that I feel this way 
because I am interested in a company 
that chose South America for devel- 
opment and that, naturally, we must 
have adapted ourselves to the require- 
ments of such a project. That is 
true. Yet it is only because Pan 
American Airways has succeeded in 
their American trade that I presume 
to speak to you with any authority 
at all. We have met in the past, and 
continue to face today, the same prob- 
lems which confront all businessmen 
who are active or seek to be active 
in Latin America. 

As credit men, you have a grave 
responsibility for maintaining the best 
principles of American trade and busi- 
mess practices in our inter-American 
relationships. Your help is needed if 
‘we are eventually to eliminate the un- 
sound economic relationships which 
exist in this important field. If you 
will. but use your resources and your 
‘business contacts to encourage a freer 
flow of trade, in both directions be- 
tween the Americas—and with an 
equal opportunity for profits for both 
‘South and North America—you will 
help to remove a major obstruction 
‘from the road to true hemisphere 
unity. 


In citing this point, I do not want 
to miss this opportunity of recalling 
the whole-hearted way in which you 
and other members of your profession 
have been employing arbitration to 
help inter-American trade. From my 
own activities with the American 
Arbitration Association, I have come 
to know and have enjoyed working 
with several of you. The National 
Association of Credit Men holds a 
service membership in the Arbitra- 
tion Group and I know that many 
of you contribute financially to the 
support and development of arbitra- 
tion. Many of you, too, have taken 
an important lead in this work. I 
need only name one—the Manager 
of the Foreign Credit Interchange 
Bureau, Mr. Campbell, who is also 
Chairman of the Inter-American 
Committee on Trade Relations which 
was organized by the American Arbi- 
tration Association. 


Part in Economic Future 


UT in other fields, too, I have 
come to know the value of your 
cooperation. I know that you hold 
the trust of the American business 





community. I ask you to offer sim- 
ilar cooperation and to employ that 
trust in the cause of the defense and 
unity of the Americas. I cannot em. 
phasize this need too strongly. Just 
as the Mississippi is the main artery 
for the wealth and commerce of such 
a large section of our nation so is 
credit the life-blood of business. Since 
you and other members of your or. 
ganization administer this life-blood, 
the task ahead of you is a clear one, 
I trust that, through your expert 
guidance, a “Mississippi” of new 
credit may flow across the Gulf. 

You, the credit men of America, 
can do more than any other single 
group to help the peoples of both 
Americas to reach a common eco- 
nomic understanding. 

I urge you. Teach the American 
businessman everywhere to disregard 
the bugaboo of social and political in- 
trigue. I urge you to lead the way— 
to reach out across such temporary 
barriers to the business spirit of the 
individual beyond our frontiers. It is 
you—and he—who have within your 
hands the molding of the economic 
future of the American Republics. 


Why Installment Buyers Fall 
Back in Their Payments 


(Cont'd from P. 23) ings, part of 
which is utilized as taxes by the 
Government and part is supposed 
to be set aside for return to the 
individual tax payer after the war is 
over, to give him the benefit of sav- 
ings. Theoretically it offers some 
power to soften the depression we 
are supposed to expect in our adjust- 
ment. to a peace economy. I think 
there are signs on the horizon that 
consumer credit is about to be con- 
trolled, in general not only with re- 
spect to installment sales. 

If it is true that we, ourselves, as 
merchants and as financial agents, 
have created the very conditions 
which of necessity must lead to de- 
linquency—if consumer income is not 
adequate to service and reduce the 
debt—if we have contributed to these 
conditions, then are we not likely to 
find ourselves in the position where 
consumers themselves may turn on us 
through the expression of political 
power and enforce collection stand- 
ards on us that perhaps we do not 
want to impose, but which they ask 
for through our legislative process? 








Put it another way—Are we not like- 
ly to find our credit standards con- 
trolled by individuals not actively 
engaged in credit, rather than by our- 
selves? 

Should we not think more about 
the need for credit, control, while at 
the same time we are trying to pay 
attention to the salesman, who right- 
fully is trying to increase sales vol- 
ume? Weare all faced with the same 
kind of competitive picture. I believe 
credit men are going to have to pro- 
vide the answer collectively because 
I do not think there is much chance 
of doing anything individually, with- 
in separate companies, because I do 
not think the stockholders are quite 
ready to listen to the idea of curtail- 
ment of their income through cessa- 
tion of liberal credit policies. 

I submit that it would be far better 
if you decided to fix your own stand- 
ards, to impose them on yourselves, 
than it would be to wait until gov- 
ernmental agencies tell you how con- 
sumer credit should be limited in 
line with consumer income. 
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Commerical Credit 
Analysis — III 


(Cont'd from P. 13) the current ratio 
tends to rise. Conversely, the shift of 
emphasis from receivables to mer- 
chandise tends to reduce the asset to- 
tal and to depress the current ratio. 

Since the movement of funds from 
merchandise to receivables should also 
tend to increase net worth (through 
selling profits), the ratio may be fur- 
ther used as a correlated considera- 
tion in viewing the relationship of 
debt to worth. 


Current Assets 


If we define current assets as cash 
and those assets that will ordinar- 
ily be converted into cash within a 
year through the normal operations 
of the business, the total will usually 
include besides cash, only receivables 
and inventories and those strictly tem- 
porary marketable investments that 
represent seasonal lodgments of ex- 
cess working funds. Other invest- 
ments, regardless of intrinsic sound- 
ness or marketability, will properly 
be classed as non-current as will the 
proverbially controversial item, the 
cash surrender value of life insurance 
carried in favor of the business. We 
favor a consistent classification of as- 
sets on this basis on the theory that 
the primary objective of balance sheet 
analysis is to ascertain the ability of 
a business to liquidate its maturing 
liabilities in an orderly manner as a 
going concern, rather than in liquida- 
tion or under pressed circumstances, 
and that this objective can be best 
served by treating as current only 
ash and those assets that will nor- 
‘mally become cash within the subse- 
quent twelve months. 

Inasmuch as we shall touch at some 
Yength on receivables and inventories 
‘later, we shall restrict our further 
comments on current assets at this 
‘point to an emphasis of the impor- 
‘tance of considering cash balances in 
‘appraising balance sheet proportions. 

If debt is reduced between two 
periods by reducing cash balances or 
if debt is increased and the increase 
‘is fully reflected in larger cash bal- 
‘ances, balance sheet proportions will 
‘be favorably or unfavorably affected 
although it cannot be said that the 
true financial condition of the busi- 
mess has been altered to any extent. 
‘Variations in cash balances should 
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FACE THE FUTURE 


* FEARLESSLY * 


The fear of coming events shakes one’s confidence. Executive planning, 
selling, and credit granting are slowed down by fears of credit losses 
under today’s abnormal world conditions. 


Such fears are unjustified. In peace or war, boom or panic, business 
has facilities for up-to-date credit information—plus protection on 
customers. Sell fearlessly to the deserving—and safeguard your 


Accounts Receivable with— 


AMERICAN CREDIT INSURANCE 


With this complete protection you need not worry about your cus- 
tomers after the goods are shipped. Reimbursements for credit losses 
and liquidation of delinquencies keep your working capital free and 


unimpaired. 


Manufacturers—Jobbers: “American” policies provide that reorganiza- 
tions under the Chandler Act are considered equivalent to insolvencies. 
General Coverage and many other forms of credit protection are now 
available. Why not investigate this company’s policies? For additional 
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information and your free copy of an 
interesting chart showing general 
business conditions during the past 
century, address Dept. 7C, 


AMERICAN CREDIT INDEMNITY 


COMPANY OF NEW YORK 


First National Bank Building, Baltimore 
J. F. McFadden, President 


OFFICES IN PRINCIPAL CITIES OF 
UNITED STATES AND CANADA 
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Credit 


Training 


by the 


Home Study 
Method 


The next few years will see a whole 
new group of executives controlling 
business. Your chance to be one of 
them was never better—the require- 
ments were never more clearly outlined. 


Yesterday's viewpoint means obliv- 
ion for thousands of executives— 
today you must have an up-to-the- 
minute mastery of certain underlying 
credit and business principles, and you 
must know how to apply them to the 
problems of tomorrow. 


To help business men meet today’s 
ever-increasing demands for a broader 
erasp of basic credit and business 
undamentals, the National Institute of 
Credit has prepared a home-study 
training course covering Credits and 
Collections. 


This course, designed to give you the 
greatest amount of credit training in the 
shortest possible time, is ideally suited 
to the limited spare hours of the busy 
business man. Consisting of lesson 
leaflets based on a recognized authori- 
tative text, printed lectures by credit 
authorities, and typicel credit problems 
selected from actual situations—the 
course assignments can be scheduled 
to suit your own convenience. 


If you are engaged or interested in 
credit work, you do not need to be 
reminded of the significant part it plays 
in the commercial and business struc- 
ture. Now is the time to use this prac- 
tical means to prepare a lee 
greater responsibilities just ahead. 


THE NATIONAL INSTITUTE OF CREDIT 
One Park Avenue, New York pepe 741 


Please send me full information about 
your course in Credits and Collections. 


therefore be carefully noted and to 
the extent that liabilities are protected 
by cash then the analyst’s dependence 
on a high current ratio can be corre- 
spondingly diminished. 

To discount the effect of varying 
cash balances on balance sheet pro- 
portions and to establish at the same 
time a significant index of liquidat- 
ing strength, cash should be deducted 
from current or total debt (whichever 
is the most practicable) and the re- 
mainder related to current receivables 
or to the total of receivables and in- 
ventories together. Thus if we assume 
the following facts: 


a eet 's 6 $15,000 
Receivables ...... 50,000 
Inventories ...... 40,000 
Total debt ....... 60,000 


net debt of $45,000 (debt less cash) 
would represent 90% of receivables 
and 50% of receivables and inven- 
tories together. In effect, then, total 
debt could be liquidated by the real- 
ization of receivables only at 90c on 
the dollar or by the realization of re- 
ceivables and inventories together at 
50c on the dollar. 

This is a helpful way of viewing 
balance sheet proportions and it is 
of particular value where comparisons 
are concerned as full weight is auto- 
matically assured to the strength or 
weakness of the cash position. 


Current Liabilities 


WE feel there is little question but 

that all liabilities which are pay- 
able on demand or which mature 
within twelve months should be 
classed as current in the balance sheet 
regardless of whether they are intend- 
ed to be paid or not. As soon as all 
or any part of a bond issue, or of any 
other deferred indebtedness, ap- 
proaches within a year of its stated 
maturity it properly moves into the 
current debt total. No matter what in- 
tentions or plans are afoot with re- 
spect to refinancing, a liability re- 
mains definitely current in nature un- 
til it has been bindingly and legally 
renewed or extended beyond the suc- 
ceeding year. 

It is frequently significant to re- 
late the total of current or total in- 
cebtedness to average monthly col- 
lections on receivables. In this way, 
an estimate is obtained of the period 
required to liquidate current or total 
debt through normal cash collections. 
The relationship is one that is com- 
monly used in connection with 


finance company statements. 

Some indication of the relative 
heaviness of trade accounts payable 
is available from a comparison of this 
item with total merchandise purchases 
for the period, stating the resulting 
relationship in terms of days or 
months. If the showing made is ma- 
terially at variance with purchase 
terms, further investigation is in or- 
der. An abnormally low relationship 
may mean the omission of purchase 
iuvoices or an attempt at window- 
dressing; an abnormally high rela- 
tionship may mean slowness in trade 
payments or unusually heavy pur- 
chases just preceding the statement 
date. An analysis of purchases by 
months will either support or dispel 
the latter assumption. 

The existence of notes payable for 
merchandise in a balance sheet is usu- 
ally considered an indication of weak- 
ness unless it is a common practice in 
the line of business to make trade 
payments in this way. All too fre- 
quently, notes are issued only when 
trade obligations become too slow and 
heavy to be carried on open account. 

In an unaudited balance sheet, the 
analyst should be alert to the possi- 
bility of liabilities omitted through 
oversight or ignorance. All accrued 
obligations for wages, commissions, 
iaterest, taxes, bonuses, etc., should 
be accurately computed to the date of 
the statement. Trade accounts pay- 
able should be set up for all mer- 
chandise purchases the title to which 
had passed to the purchaser, regard- 
less of where the merchandise is lo- 
cated. Other miscellaneous liabilities 
not infrequently omitted are amounts 


owing for services rendered the busi- © 


ness for which bills have not been re- 
ceived and amounts to be liquidated 
in merchandise, arising from the issu- 
ance of due bills, merchandise coupon 
books and trading stamps. 


How NACM Views 


Taxation 
(Cont'd from P, 18) elements which 
are most important to prevent taxa- 
tion from impairing our credit struc- 
ture. Their omission from our pres- 
ent tax system is striking. 

This Committee submits the follow- 
ing recommendations with a view to 
incorporating in our tax system, to a 
greater extent than at present, the 


‘ basic principles stated above: 


1. We recommend the creation of 
a representative, non-partisan, Na- 
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tional Tax Commission to. study our 
state and national tax structure and 
recommend changes designed to elim- 
inate the increasing overlapping of 
Federal and state tax laws and other 
changes essential to our tax system. 

2. We recommend the maintenance 
of a flexible rate of social security 
taxes which can be adjusted, upward 
or downward, in accordance with 
the condition of the funds available 
for the payment of social security 
benefits. We recommend the reten- 
tion, in our social security system, of 
the merit rating system. We are op- 
posed to any attempt to “freeze” a 
minimum rate of unemployment com- 
pensation taxes. 

3. We recommend an expansion of 
the so-called “relief provisions” in 
the excess profits tax law so that 
those provisions will include all ab- 
normalities of income. The determina- 
tion of the necessity for granting re- 
lief in these cases to be left with the 
Commissioner of Internal Revenue, 
subject to a review by the Board of 
Tax appeals. 

4. We recommend the elimination 
of the capital stock and declared value 
excess profits taxes. 

5. We recommend a reduction of 
the present income tax exemptions so 
as to broaden the tax base and in- 
crease tax revenue. We do not favor 
the imposition of a disproportionate 
share of the tax burden upon individ- 
uals but we do believe that a reduc- 
tion of the personal exemptions could 
be made without creating undue hard- 
ships for individual tax payers in 
many income brackets. 

6. We recommend greater tax re- 
lief for firms operating under out-of- 
court arrangements with creditors. 

7. We recommend an amendment 
of the Bankruptcy Act to make Fed- 
eral tax claims dischargeable. 

Also during the year continued ef- 
forts were made to have more tax 
committees appointed in local asso- 
ciations and to stimulate the interest 
of such committees in problems of 
local and state taxation as well as 
Federal taxation. The importance of 
the organization of these committees 
generally throughout the Association 
cannot be too strongly emphasized. 

These matters are of vital interest 
to credit executives. It is imperative 
that the work of this committee 
should be continued and even expand- 
ed during the coming year so that 
the continuity of the program of tax 
work will not be interrupted. 


_ Credit and Financial Management . 


HIV A Le RROUGHS 
MACHINES 


WOO control tiqures Kiko 9 


TYPICAL of many Burroughs 
developments is this statistical- 
accounting machine that saves 
hours in getting vital figures. 


New Burroughs machines and fea- 
tures provide every type of record 
and figure control in less time, with 
less effort, at less cost. 


To help your business benefit by 
these developments, Burroughs rep- 
resentatives offer their experience 
and technical knowledge of the most 
modern machines, applications and 
procedures. Telephone your local 
Burroughs office. There is no obliga- 
tion on your part. 


BURROUGHS ADDING MACHINE CO. 
6616 Second Avenue, Detroit, Michigan 


Today's 


urroughs 


DOES TFIE WORK IN LESS TIME « WITH 


—— 


MATERIAL CONTROL . 
COST RECORDS . 
PAYROLL RECORDS 


EARNINGS CALCULATION 
AND ACCRUAL 


PURCHASE AND PAYMENT 


RECORDS . 
EXPENSE DISTRIBUTION 
STATISTICS 
BUDGETARY CONTROL 
BILLING 


« AT LESS COST 
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STATEMENT 
ANALYSIS 


STATEMENT 
December 31, 1940 
$7,207,197.75 
4,000,141.07 
$3,207,056.68 


Amount of such surplus 


which constitutes a perma- 
nent fund is $1,000,000. 


MILLERS NATIONAL’S | is 
well prepared to meet its 
“Quick” liabilities, as it could 
convert $6,783,476.33 or 94.1% 
of its assets into cash on short 
notice. This fire insurance Com- 
pany is actually 169% liquid. 
Notice, too, that 44.5% of its 
assets is actually surplus. This 
spells S-E-C-U-R-I-T-Y. 


vEeeed Ve) le 
INSURANCE COMPANY 


ESTABLISHED 1865 


HOME OFFICE - CHICAGO 


YOU DEPEND ON THE 
AIRLINES for speed 






and the airlines 
depend on 
Postal Telegraph 


@ Speed plus de- 
pendable service! 
That's why—“It Pays 
To Fly!” And for 
these same reasons, 
all major airlines — 
like many of Amer- 
ica’s greatest business 
firms —have found 
—it paystouse 


this same speedy, de- 
pendable telegraph 
service—at low cost 
—at any Postal Tele- 
+ gtaph office, Or— 









Statement of Policy 
Is Adopted 


(Cont'd from P. 21) 


our entire energies. 

We reaffirm our faith in our form 
of Government, our capital system of 
economy and the democratic freedom 
of our people. We call on credit 
executives everywhere, as individuals 
and organizations, to rededicate them- 
selves to the work of defending these 
principles, so that our American way 
of life may be not only preserved but 
also further refined and improved un- 
til such time as human liberties and 
freedom shall encompass the earth. 


Government Spending 

B ECAUSE of the relative inability 

to reduce certain major items of 
government cost under present cir- 
cumstances, it is all the more neces- 
sary to reduce government spending 
not essential to the defense program 
and we recommend the careful ex- 
penditure of defense funds. 


Defense Contracts 


THE impairmerit or removal of the 

credit safeguards which have 
proven sound and necessary may not 
only retard the defense program, but 
in all probability also produce perma- 
nent detrimental results. This Credit 
Congress believes that any general or 
permanent policy of suspension of the 
payment bond requirement will jeop- 
ardize the ability of the material sup- 
plier on government projects to do his 
part in the defense program. The 
financial stability of firms supplying 
material on government projects is 
predicated on the soundness of their 
accounts receivable and the ability to 
collect them completely and promptly. 


Legislation 
A BNORMAL business and polit- 
ical conditions demand increased 
responsibility from all. This Associa- 
tion and all of its members, there- 
fore must give added study, attention, 
and articulate expression during the 
coming year in respect to all legisla- 
tion affecting credit and finance. 
Bankruptcy 
7 HE Attorney General’s Committee 
on Bankruptcy Administration 
has exhaustively studied ways and 
means for more effective bankruptcy 
administration and referee appoint- 
ment and salary compensation. It 
has consulted with the National Asso- 
ciation of Credit Men and the other 


representative business and profes- 
sional organizations making up the 
National Bankruptcy Conference. 
This Credit Congress endorses the 
congressional bill embodying the At- 
torney General’s Committee’s pro- 
posed changes and recommends to 
Congress its message. 

This Credit Congress reaffirms its 
belief that a limitation on tax claim 
priorities in all insolvency cases is 
necessary in fairness to all creditors, 
as well as to improve the efficiency 
of tax administration. It further be- 
lieves that the dischargeability of tax 
claims is in conformity with the orig- 
inal purpose of the Bankruptcy Act, 
namely, to permit the honest and de- 
serving debtor the opportunity to re- 
habilitate himself and start afresh. 


Taxation 
THIS Credit Congress endorses its 
Taxation Committee’s presenta- 
tion to Congress, to wit: 

That, while the National Associa- 
tion of Credit Men recognizes the 
need of greatly increased tax revenue 
to finance the defense program 

And that, while business must as- 
sume much of this added financial 
burden, the purposes and plans of 
this emergency will be defeated un- 
less: 

The principles of taxation are 
sound, 

The tax laws are simplified, 

Taxation is more equitable and, 

Tax administration becomes more 
economical and efficient. 

This Credit Congress urges the 
Congress of the United States to con- 
sider legislative enactments to these 
ends. 


Inflation 


HERE are definite indications that 

we are facing a period of increas- 
ing inflation which can culminate in 
a serious depression. This Credit 
Congress urges consideration and 
adoption of all possible steps to pre- 
vent such developments. 

As a curb on inflation this Credit 
Congress endorses the sale of the 
government’s defense savings bonds 
and recommends their purchase by all 
citizens. 


Trade with Other Nations 


W E recognize the necessity of fur- 
ther development of our trade 
with foreign countries. We urge busi- 


“ness to re-survey its attitude toward 


the possibility of expanding into for- 
eign markets and that credit men give 
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Credit and Financial Management 


sympathetic consideration to the solu- 
tion of foreign credit problems and 
the further expansion of our foreign 
trade. 

The importance of Western Hemi- 
spheric solidarity and stability, both 
economic and political, is evident. 
While it is true that the agricultural 
economies of the temperate zones in 
the Western Hemisphere are competi- 
tive, the complimentary nature of the 
interests of most of the nations in 
this hemisphere must be more fully 
recognized as vital to mutual defense. 

We recommend the steps already 
taken by our government to bring 
about a closer integration of cultural 
and economic ties between the na- 
tions of the western world. 

We endorse all sound steps neces- 
sary in the eyes of the administrative 
and elective officials of our govern- 
ment to achieve that goal. 


Appreciation 


THIS Credit Congress cannot close 

its deliberations without express- 
ing appreciation to its host Associa- 
tion, the New Orleans Credit Men’s 
Association, whose members—both 
men and women—have in the months 
before the convening of these sessions 
and during this busy week given of 
their utmost in time and effort. It 
cherishes the hope that the friend- 
ships that have been made during this 
week will be long lasting and to the 
ultimate benefit of both the individ- 
uals in attendance and the field of 
credit in general. 

This Credit Congress desires also 
to express its appreciation to the 
newspapers of New Orleans who have 
so liberally cooperated in publishing 
the reports of its deliberations ; to the 
American press in general for its 
thorough reporting of the work of 
the Association in its many fields of 
activity throughout the year. It par- 
ticularly wishes to commend Mr. S. 
S. May, City Editor of the DAILY 
NEWS RECORD, of New York, for 
the high level and thoroughness of 
that publication’s coverage of all mat- 
ters affecting the welfare of credit. 

Finally, this Credit Congress ex- 
presses its appreciation to the many 
other individuals and organizations 
who have contributed their share to- 
ward making this convention one of 
the most memorable ever held in the 
45 year history of the National Asso- 
ciation of Credit Men. 


“Green Labor 
on the job. 





A big compensation insurance problem of yours 


Pouring into the plants of geared-up 
America today are youngsters who have 
never before worked—young men set- 
tling at last in steady jobs—middle-aged 
who have not turned a hand in years. 

New to this “green labor” are plant 
surroundings, machinery, equipment, 
routine of operations. 

Even the U. S. Government, realizing 
that this unfamiliarity between the new 
man and his job is responsible for stag- 
gering industrial losses each year, is do- 
ing something about it. 

The Labor Department is asking Con- 
gress for a substantial appropriation to 
set up a special safety service for defense. 

Report department officials: 

Over-all defense work is being even more 
seriously delayed by industrial accidents than 
by strikes. 

Forty battleships, it is estimated, could 
have been built with time lost last year 
through industrial accidents. 

As a practical businessman consider 


Lumberme 


MUTUAL CASUALTY COMPANY 


JAMES S. KEMPER, President 


Home Office: Mutual Insurance Bldg., Chicago 
Operatingin New Y ork State as (American) Lumbermens Mutual Casualty Company of Illinois 


this: a minor phase of an accident in 
your plant is the cost of medical care and 
compensation paid by your insurance 
company. 

Four times greater, on an average, are hidden 
costs you pay in machine and product damage, 
loss of skilled services, precious time through 
personnel adjustments, of stalled operations 
that lower efficiency, morale and, conse- 
quently—profits. 

In the face of this, isn’t it good business 
itself to establish in your plant at once a 
planned safety program? 


Lumbermens Safety Engineering Serv- 
ice offers you its staff of highly skilled 
experts. They'll make a study of your 
operations—quietly, no interruptions— 
discuss the findings with you and, if you - 
say the word, plans will be drawn and 
carried out in detail—at no cost to you. 

One of our experts will call at your 
convenience. There is no obligation what- 
ever. You have all togain, nothing to lose. 

Drop us a line—today. 





Affiliate, American Motorists Insurance Company 


. . . . a, . . . . . . . > . . 31 
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Chicago C-Men hear 


Thomason of “Times” 


At the annual meeting of the Chicago 
Association of Credit Men, S. E. Thom- 
ason, Publisher of “The Times,” Chicago’s 
tabloid newspaper, gave the main address. 
His subject related to patriotism and was 
the development of an idea he had when 
his little granddaughter told him that the 
first thing they did in school was to “pledge 
allegiance.” At the close of his address 
Mr. Thomason presented this thought: 

“As credit men you devote your working 
hours to answering the question, ‘Whom 
can we trust? In whom shall we have 
faith?’ You know the standards by which 
faith and trust can be measured.: You 
know if your organization is to endure, as 
it has endured through the years that you 
have worked together, you. must, as you 
do, have confidence in each other. 

“If you and I are to make the Republic 
worthy of the allegiance pledged to it each 
day by our children and our children’s 
children, we, as its citizens, threatened 
with war, must have confidence in the hon- 
est purposes of our fellow citizens, and in 
the integrity of those who represent us in 
the Republic—in the integrity and credi- 
bility of their words as they debate the 
policies that will determine national destiny. 
With no less faith and trust can we prove 
our 
“*Allegiance to the Flag of the United 

States of America, 
“*And to the Republic for which it 
stands.’ ” 


Boyd is named 
firm director 


Louisville—Election of Bert B. Boyd to 
the Board of Directors of the Belknap 
Hardware & Mig. Co., the largest whole- 
sale hardware firm in the U. S., was an- 
nounced late in May. Mr. Boyd is Presi- 
dent of the Louisville CMA this year. He 
has been with the Belknap organization 
since December, 1924, and has had exten- 
sive experience in the credit department. 


Position Wanted 





Credit-Collection Executive with 12 
years extensive consumer credit experi- 
ence. Presently employed. Desires to mar- 
ket services to better advantage over pres- 
ent connection. College graduate. Married. 
Age 40. Address Box 7-A, Crepir anpD 
FINANCIAL MANacement, One Park Ave., 
New York. 





NACM’s official flag 


New Orleans—The flag of the NACM! 
On the occasion of its 46th annual Credit 


Congress, the National Association of 
Credit Men finally received an official flag 
which incorporates the official. Association 
colors, blue and gold, as well as the Asso- 
ciation’s seal. 

The official presentation of the flag was 
made by George Grundmann at the clos- 
ing session of the Credit Congress on 
Thursday afternoon, May 15. It was unan- 
imously adopted by the delegates to the 
convention and by the officers of the Asso- 
ciation. 

The flag had already become familiar, 
since it decorated during the Credit Con- 
gress week, not only the halls of the con- 
vention hotels, but also flew together with 
the colors of the City of New Orleans and 
the American Flag from the towering light 
standards along Canal Street. This was 
arranged for by Mr. Grundmann and his 
committee on decorations through the co- 
operation of Mayor Robert S. Maestri. 

In presenting the flag Mr. Grundmann 
pointed out that “the blue field represents 
the loyalty of our membership to the Asso- 
ciation, as well as its loyalty to the high 
ethics of credit practices that the Associa- 
tion stands for as a whole. 

“The gold in the flag represents the gold 
standard which has long been approved as 
a part of our credit ethics. 


“The insignia used in the flag is that . 


adopted many years ago by the NACM. 
Prominent in the banner is the familiar 
word ‘Vigilantia.’ Long may it wave!” 


I ni i a 





W. B. Layton’s work 
honored at N. W. parley 


Seattle—At the Northwest Confer- 
ence a resolution was adopted com- 
memorating the work of William B. 
Layton, of Portland, as Counsel for 
the Portland Association and also as 
Special Counsel for the National or- 
ganization. The Resolution, which 
was presented by a Resolutions Com- 
mittee, composed of E. B. Cooper, 
V. E. Graff, E. M. Meyer, E. L, 
Parsells, and Robert Somerville, is 
as follows: 

“At this, the 24th Annual Meeting 
of the Credit Managers of the Pacific 
Northwest, we pause and pay tribute 
to one who devoted much of his time 
during the past fifteen years to the 
good of the credit fraternity. 

“The passing of William B. Lay- 
ton, Legal Counsel of the National 
and Portland Associations, since our 
last Northwest Conference, was a dis- 
tinct loss not only to his family, the 
Portland Association of Credit Men, 
but to the Credit Fraternity in gen- 
eral. 

“NOW THEREFORE BE IT 
RESOLVED, that the above tribute 
be incorporated in the minutes of the 
meeting of the Northwest Conference 
and caused to be published in our 
National Publication, ‘CREDIT AND 
FINANCIAL MANAGEMENT.’ ” 


Santa Fe firm has 


25th anniversary 


Santa Fe—A special supplement to the 
Sunday, May 18, issue of the Santa Fe 
New Mexican-Capital Examiner was pub- 
lished here on the occasion of the 25th an- 
niversary of the Santa Fe Builders Supply 
Co., of which Charles Proebstel is Presi- 
dent and Miss Annie Porter, who joined 
the company in 1923, is Sec.-Treas. 

Miss Porter is familiar to many NACM 
members and has been active in New Mex- 
ico credit circles for a considerable period 
as representative in the Association of her 
firm. She is also a member of the firm’s 
Board of Directors. The Santa Fe Builders 
Supply Co. is one of the biggest businesses 
in this city. In the past quarter century 
the company’s sales have risen from less 
than $50,000 to more than $1,000,000 a year. 
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Albany C-Men elect 


Albany—Election of officers and direc- 
tors for the current year was featured at 
the annual banquet of the Eastern New 
York ACM on May 22. The following 
“T= were chosen: Pres—John J. Croker, Jr.; 
m- Vice Pres—Malcolm S. Kelley; Treas.— 
B. Elton P. Huyck; Sec.—Clark V. Hendee; 
‘or Councillor—George C. Kugler. Directors 
| are: Harold T. McGowan, Edward K. 
as Taylor, and Allan J. Oehmichen. 

Or= Also on the program were the presenta- 
ich tion of awards to students in the local 
Chapter of the National Institute of Credit 





* and an address by Peter F. Drucker on the y a : 
Tl international situation. —. ss 

Wines picked at Tacoma ——— — oma 4a iets 
ing Tacoma—Fred I. Wines will head the 
ific joint organization of Wholesalers’ Associ- A S Pl A N. S B E CO M E P l A N 7S 
ute ation of Tacoma and the Tacoma ACM 
ma for the coming year, it was announced fol- 


lowing the annual election by the trustees 
the of the two groups. 

J. V. Brosamer was elected Vice Presi- 
ay- dent; Edward B. Lung, Secretary, and 
Wayne W. Keys was chosen Attorney. 


THE NEED FOR INSURANCE PROTECTION GROWS 


Today, as America drives toward record-breaking 





_ Chairmen of the standing committees will production, complex insurance problems arise on 
u be announced later, said President Wines. ° 
every hand. - 
AMET ilies caceenannd 1h te dncathnt: ate: y d. Newly-organized concerns must meet 
the [J coma will be host for the 25th annual con- their new responsibilities, established concerns must 
en ference of credit men in March, 1942. 

’ . . e 
oa Trustees elected at the annual meetings broaden their coverage to satisfy unprecedented de- 


of the members of both organizations fol- 
low. Wholesalers Assn. of Tacoma: J. V. 
IT Brosamer, Tribune Publishing Co.; C. H. 
ute Judd, West Coast Grocery Co.; E. M. 
the Meyer, Sperry Flour Co.; W. G. Tate, 
Standard Paper Co.; Warren Watt, Ta- 
nce coma Grocery Co.; Fred I. Wines, F. B. 
our Wines Printing Co. 
ND Tacoma Assn. of Credit Men: Douglas 
R. Dyckman, Northwestern Mutual Fire 
Assn.; George R. Hamm, Pacific High- 
way Transport; Carl O. Panks, Tacoma 
Feed Co. 


mands. More than ever before America needs expert 
insurance guidance. 


Your U.S. F. & G. agent . . . one of 9,000 located 
throughout the nation . . . is thoroughly familiar 


with today’s many intricate insurance problems, both 
business and personal. For your protection, get in 
touch with him today: you'll find him listed in your 


‘phone book. 
the | Offer leads Detroit 


Fe Detroit—Harry J. Offer, Credit Manager 

pub- of the Detroit Edison Co., was chosen 
an- President of the Detroit ACM at the May 
pply meeting of the organization. Mr. Offer is 
resi~ also a Director of the NACM. Other offi- 
ined cers chosen included the following: First 
Vice Pres., H. J. Lowry, Michigan Mutual 

CM Liability Co.; Second Vice Pres., John A. 
fex- Markley, Budd Wheel Company; Treas., 
riod N. H. Moysey, Manufacturers National 
her Bank. The following directors were elected 


rm § to serve for two years: G. F. Dewhirst, 


“Consult your Agent or Broker 
as you would your Doctor or Lawyer” 


U.S.F.4G. 


UNITED STATES FIDELITY AND GUARANTY COMPANY 
with which is affiliated 
FIDELITY & GUARANTY FIRE CORPORATION 










ders National Bank of Detroit; J. H. Frazier, 

SSeS Great Lakes Steel Corp.; P. E. Nichol, HOME OFFICES: BALTIMORE 
tury Buhl Sons Co.; R. C. Utley, Ditzler Color 

less Co and A. A. Gregory, ‘Michigan Bell 

year, Telephone Co. 
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Buffalo officers named 


Buffalo—At the organization meeting of 
old and new directors of the Credit Assn. 
of Western New York the following offi- 
cers were elected for the current year: 
Pres—Peter C. Jansen, Manufacturers and 
Traders Trust Co.; First Vice Pres.— 
Ronald E. Daniels, Federal Portland Ce- 
ment Co.; Second Vice Pres.—Clarence 
H. Neureuter, Hasselbeck Cheese Com- 
pany; Sec.-Treas—Ira D. Johnson. 


Hagen at Atlanta ACM 


Atlanta—J. R. Hagen is now Manager 
of the Adjustment and Collection Dept. of 
the Atlanta ACM, having taken over his 
duties on May 1. Mr. Hagen was recently 
connected with Peaslee-Gaulbert Corp. at 
Jacksonville, Fla. He has been in collec- 
tion and adjustment work since 1926, hav- 
ing been with the Louisville CMA from 
1933 to 1937. 


Cooper heads St. Paul 


St. Paul—At the annual meeting on May 
6 the following officers were chosen to 
head the St. Paul ACM for the current 
year: Pres—John H. Cooper, Webb Pub- 
lishing Co.; Vice Pres—Walter T. Miller, 
Twin City Wholesale Grocer Co. Directors 
are: H. T. Ready, U. S. Bedding Co.; G. 
L. Johnson, Farwell, Ozmun, Kirk Co.; 
E. E. Schoen, Rex Oil Co.; M. L. Nelson, 
Northern Jobbing Co.; A. L. Peters, First 
National Bank. 

Mr. Cooper, the newly chosen President, 
has had a varied career since he graduated 
from Gem Business College in 1911 and 
during the following year was employed 
there as a teacher of business subjects. 
Later he taught in Rhode Island Commer- 
cial School, which is 
now Bryant College at 
Providence, R. I.; 
McIntosh Business 
School, Haverhill, 
Mass., 1913-14; Stew- 
art Commercial 
School, Grafton, N. 
D., 1914-16; and Da- 
kota Business College, 
Fargo, N. D., 1916-21. 
He entered public 
accounting practice in 1921 with Temple, 
Brisman Co. at Fargo, N. D., and became 
a Certified Public Accountant in Minne- 
sota in 1923. Later he joined Austin, 
Coward Co. of St. Paul and for three 
years after 1929 was business manager and 
auditor with Northwest Airways, in this 
city. Between 1932 and 1936, when he 
joined the Webb Publishing Co., Mr. 
Cooper operated his own accounting office. 

He is a co-author of “Mathematics of 
Accounting,” first published in 1925 and 
revised in 1935, which is used in over one 
hundred schools and colleges. During 1933- 
34 he was Chairman of the Board of Gov- 
ernors of the Fifth District of Linn’s In- 
ternational and he was delegate of the St. 
Paul Assn. to the Detroit Credit Congress 
in 1932. He has also been active in the 
St. Paul Chapter of the NIC as an in- 
structor in Credits & Collections, Credit 
Analysis, and Analysis of Financial State- 
ments. 
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Westerners all! 


The above group at the Western Divi- 
sion Dinner at the New Orleans Credit 
Congress in May will be of interest to 
many “old timers.” They will recognize 
former National President, Don Ross, and 
former National President, Frank Rock. 
The young man at Mr. Ross’ right is Al- 
len McDonald, Jr., his nephew. Mrs. Zilly, 
seated right, is Mrs. Ross’ sister and at her 





Award recipients 


Albuquerque—Four members of the 
Wholesalers’ Credit Assn. of New Mexico 
—Wilmot Duplentis and E. Van Cleave, 
Charles Ilfeld Company; Robert Cisco, 
Continental Oil Company; Edward Hack- 
mann, Hoch’s 48th Star Mill—recently 


right is Mary Lu McDonald, a niece of 
the Rosses, who has also attended several 
NACM conventions. Others in the picture 
are Hugh Montgomery and Louise White- 
more, also from the Western Division. 
Don Ross is serving as President of the 
Chamber of Commerce of Portland this 
year and returned from New Orleans by 
way of Washington, D. C., and New York, 
where he had several important appoint- 
ments in conjunction with Chamber duties, 


completed the first four courses sponsored 
by the local Association in connection with 
the University of New Mexico and re 
ceived the Associate award of the National 
Institute of Credit. All four, together with 
25 other local business men, then began 
work on the next series of four courses 
leading toward the NIC Masters award 








Phila. C-women elect 


Philadelphia—Officers and direc- 
tors of the Philadelphia Credit 
Women’s Club are: Pres., Emma 
A. Schob, HonorBilt Products, 
Inc.; Vice Pres., Margaret Rocken- 
bach, James Yocom & Son; Treas., 
Mary M. Pearson, Westcott & 





Thomson; Sec., Lyzabeth M. Klin 
ger, Credit Men’s Assn. of East 
ern Pa. Directors are: Charlotte M. 
Bobb, Mifflin Chemical Corp.; Har- 
riet I. Russell, Sandura Co., Inc.; 
Marie E. Spratt, M. E. W. Spratt. 

The Club members were shocked 
to hear of the death of Ethel S. Pal 
latt of Wheeling Corrugating ©, 
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who was one of the past Presidents 
of the local group and an active mem- 
ber of the CMA of Eastern Pa. 


Mansfield C-men 
plan association 


Mansfield, O.—Approximately 60 
industrial firms in this area were in- 
yited to send representatives to a 
meeting on April 23 in the Mansfield- 
Leland Hotel to discuss plans for the 
formation of a credit organization for 
wholesalers, industrialists and bank- 
ers. E. B. Moran, NACM Central 
Division Mgr., was the principal 
speaker at the meeting which was 
arranged by E. H. Rotsinger, Credit 
Interchange Bureau Mgr. of the 
Cleveland ACM, and C. S. Lake, 
Pres., Ohio Textile Products Co. 

Bruce R. Tritton, Vice Pres. and 
General Credit Mgr. of the American 
Stove Co., a former Pres. of the 
Cleveland ACM and Vice Pres. of the 
National Assn. of Credit Men, ex- 
plained the value of association mem- 
bership to the meeting, referring par- 
ticularly to the excellent experience 
of his own firm in its several branch 
offices. 


Sommer heads Youngstown 


Youngstown—Officers for the current 
year were chosen by the Youngstown ACM 
at the May meeting. They include: Pres. 
—K. Clavin Sommer, The Youngstown 
Sheet & Tube Co.; Vice Pres—Edward 
H. Davis, Truscon Steel Co.; Treas.— 
Clarence V. Wasser, The Standard Slag 
Co.; Sec—O. E. Johnson. 

Directors are: Edward H. Davis; Carl 
L. Dennison, The Youngstown Welding & 
Eng. Co.; A. Irvine Kidston, The City 
Trust & Savings Bank; George E. Os- 
borne, The Hearn Paper Co.; Harry C. 
Pearce, Sharon Hdwe. Mfg., Sharon, Pa.; 
K. Calvin Sommer; Clarence V. Wasser ; 
Earl A. Williams, The Trumbull Mfg. Co., 
Warren, O.; Joseph P. Wintrich, The 
Fitzsimons Co. 


Chicago delegates 
honor F. H. Schrop 


New Orleans—On the occasion of the 
dinner, sponsored by Chicago delegates to 
the 46th annual Credit Congress here in 
the Jung Hotel, on Monday, May 12, Con- 
vention Director Frederick H. Schrop was 
presented with two pieces of airplane lug- 
gage in appreciation of services rendered to 
the Chicago ACM as Acting Secretary be- 
tween the resignation of J. F. O’Keefe and 
the appointment of Harvey T. Hill. The 
presentation was made by A. L. Podrasnik 
of the Chicago Times, who then held the 
post of Chicago ACM President. Mr. Po- 
drasnik is also a national director of the 
NACM. 
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Omaha bowling champs 


The Fairbanks-Morse Company team 
won the right to have its name engraved 
on the Omaha ACM Bowling League Cup 
for the second time by scoring the highest 
average for the season which closed early 


in May. Above, 1. to r., are the members 
of the team: Frank W. Bahr, Lyman- 
Richey Sand & Gravel Corp.; Elmer Mun- 
son, Midwest Dexter Co.; Harry C. Bach- 
man, Klopp Printing Co.; Stanley Hil- 
burger, Fairbanks-Morse Company; and 
Albert T. Wood, Wood & Wood. 


There’s a better way to be covered 


The toll of robbery rises! Your business, large or small, needs the 
up-to-date protection of Burglary and Robbery Insurance as issued 


by Standard Accident of Detroit. 


Low in cost, today’s Standard policies insure against a wide variety.of 
losses — through hold-up, safe-burglary, burglary or robbery of store 
and office contents, and damaged premises. 


Act in time! Your local Standard agent or your own insurance broker 
can quickly provide you with Standard protection against this threat 
to business and home — and against loss due to automobile acci- 
dents; embezzlements; glass breakage; injuries to self, employees, or 


public; and similar hazards. 


STANDARD ACCIDENT INSURANCE COMPANY 
Standard Service Satisfies...Since 1884 
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Role of credit today 
discussed by Heimann 


Two discussions of the role of credit in 
today’s defense program and in the post- 
war reconstruction period were presented 
by Henry H. Heimann, Executive Man- 
ager of the National Association of Credit 
Men, at recent meetings in New York. On 
Tuesday morning, June 17, he presented 
the feature address before the 29th annual 
Convention and Credit Sales Forum of 
the National Retail Credit Association and 
the Associated Credit Bureaus of Amer- 
ica at the Hotel New Yorker. His sub- 
ject was: “Credit and Reconstruction.” At 
the Thursday, June 19, luncheon meeting 
of the New York Rotary Club at the 
Commodore Hotel, Mr. Heimann spoke on 
“Credit in Today’s World.” 


Henrikson resigns to 
join Dept. of Commerce 


Carl H. Henrikson, Jr., Educational Di- 
rector of the National Association of 
Credit Men since September 1937, resigned 
his post to accept one of the newly-created 
positions of Regional Business Consultant 
for the U. S. Department of Commerce. 

Brace Bennitt of the national staff will 
take charge of the Association’s educa- 
tional work, centered in its National In- 
stitute of Credit which conducts both cor- 
respondence and lecture courses through 
its affiliated chapters in 62 cities. 

Mr. Henrikson reported in Washington, 
D. C., on Monday, June 16, where he is 
taking part in a training course. The post 
of Regional Business Consultant was re- 
cently developed by Secretary of Com- 
merce, Jesse H. Jones, to represent the 
Bureau of Foreign and Domestic Com- 
merce and the Bureau of the Census. The 
consultants will number 12, one being as- 
signed for each Federal Reserve District. 

In announcing the new system of Re- 
gional Officers representing the Depart- 
ment, Secretary of Commerce Jones stated, 
“This consolidation of the field activities of 
these two important Bureaus will effect 
economies of administration and operation. 
It should facilitate fuller use of our offices 
located in 31 important industrial and com- 
mercial centers of the country.” 

Even more important, in the mind of the 
Secretary, was the point that business and 
government could exchange ideas and facts 
more readily and with a more personal un- 
derstanding of what was involved. “This 
is no time,” the Secretary stated, “for 
either business to misunderstand the objec- 
tives of our government in Washington or 
for our government to be out of touch with 
the thinking of business men in every in- 
dustry and trade throughout the country.” 

In talking about the Regional Offices, 
Secretary Jones stated that, “The Regional 
Office will be a Department of Commerce 
in miniature. Every facility available to 
business men in the Department in Wash- 
ington will now be available through the 
Regional Office under this plan of decen- 
tralization, resulting in fuller service and 
more prompt action. Information neces- 
sary to our National Defense program con- 
cerning export control, strategic materials, 
shifts in production, idle plants or machin- 
ery will be handled through these offices.” 





Credit and Financial Management . 


Portland names officers 


Portland—At the annual meeting, the 
Portland ACM and its Adjustment Bureau 
elected the following officers for the cur- 
rent year: Pres—J. L. Stevenson, The 
Steel Tank & Pipe Co. of Oregon, Inc.; 
Vice Pres—L. R. Pendell, Closset & Dev- 
ers; Sec.-Treas—J. F. Totten, General 
Paint Corp. 


N. O. C-women elect 


New Orleans—President Inez Johnson 
was re-elected to serve a second term as 
head of the New Orleans CWC at the an- 
nual election meeting on May 29. Other 
officers chosen were: Vice Pres.—Mrs. V. 
M. Ferrell, Sazerac and Co., Inc.; Sec.- 
Treas.—Lillian Seeling, New Orleans 
CMA. 

The Board of Governors includes: Na- 
talie Catalanello, Shuler Supply Co.; Doro- 
thy Wyllie, Gulf Refining Co.; Alberta C. 
Paul, American Coffee Co.; Blanche 
Wright, Eugene Dietzgen Co.; Mrs. K. 
Ebrenz, Progressive Co. 

At the end of its first year the New Or- 
leans Club showed a rise from 18 to 40 
members, with eight honorary. The Club 
achieved outstanding success in May in its 
handling of the credit women’s activities 
at the 46th annual Credit Congress of the 
NACM. 


Chas. G. Cobb picture is 
presented by Mrs.Cobb 


New Orleans—A picture of the late 
Charles G. Cobb was presented by Mrs. 
Cobb to the New Orleans Credit Men’s 
Association following the monthly meet- 
ing of the Association’s Board of Direc- 
tors on June 11. Mr. Cobb was Assistant 
Manager of the local Association from 
1922 to November, 1930, when he became 
Sec.-Treas., a post he held until his death 
on September 16, 1938. 

The picture was accepted on behalf of 
the New Orleans CMA by Albert P. Spaar, 
Pres. of the local organization. It has 
been hung on the Association’s walls as a 
permanent reminder of Mr. Cobb’s work in 
the credit world. 


Retail report available 


Now available from the Supt. of Docu- 
ments, Government Printing Office, Wash- 
ington, D. C., at 25c per copy is the re- 
cently published 157-page report on Types 
of Operation from the Retail Census. It 
presents statistics by types (chains, inde- 
pendents, etc.) for each state and each 
city of more than 500,000 population, for 
selected kinds of business. 


Why Business Failures? 


(Cont'd from P. 6) charge basis will 
frequently correct over-expanded in- 
ventory positions and readily produce 
substantial additions to weakened cash 
positions. While “successful fires” 
have been utilized by unscrupulous 
managements in periods of dire emer- 


gency, such methods do not fall into. 


the category of legitimate business 
practice. 





Coincident with the methods of 
raising cash from the asset side of the 
balance sheet and eliminating drains 
upon the company’s cash position by 
various methods of retrenchment, ef- 
forts may be made to rehabilitate 
working capital through creditor co- 
operation. Extensions, adjustments, 
advance on contracts and even credi- 
tor committee assignments may he 
utilized to relieve the pressure on the 
company’s cash position. Bank loans 
may be extended and revolving lines 
of credit may be established providing 
the banks and trade creditors have 
reasonable assurances of character 
and capacity being present as a basis 
for the ultimate repayment of loans, 
Although such emergency methods of 
assistance by creditors may necessi- 
tate the establishment of voting trust 
control or an assignment of control 
and management by the owners to 
them, it may nevertheless be highly 
effective in keeping the enterprise out 
of the expensive channels of bank- 
ruptcy and legal reorganization. 

Some smart managements working 
on the theory that the small creditor 
has everything to gain and nothing to 
lose concentrate their indebtedness in 
the hands of a relatively few large 
creditors, paying off the little fellows 
on the assumption that a creditor al- 
ready having a substantial committ- 
ment cannot afford to jeopardize his 
investment through receivership and 
bankruptcy. In some instances good 
money is thrown after bad in the hope 
of salvaging the original investment. 

Rehabilitating the cash position 
from within the business and compro- 
mising or adjusting existing creditors 
does not always provide the full 
amount of financing necessary. Some 
cash may have to be raised extern- 
ally, if the enterprise is to survive and 
go forward to a successful future. 
Various external methods are open to 
the enterprise although generally new 
capital will not be put into an enter- 
prise unless it has the earmarks of a 
profitable and going concern. No one 
wants to back a “loser,” but in spite 
of the present restrictions and diffi- 
culties attendant with raising new 
capital a real “winner” can usually 
obtain capital without too great a sac- 
rifice of ownership and control. 

In the field of small business enter- 
prise most new outside capital must 
come through private financing 
sources. One of the common unfor- 
tunate errors of moderate and small 
size business is to undertake at an 
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exorbitant cost a public financing pro- 
gram. Many a meritorious enterprise 
has had its future seriously impaired 
by permitting itself to be “peddled” 
through brokerage and investment 
banking channels, 

There are many private sources of 
capital. Where credit standing is 
high, bank loans may be obtained on 
a low and conservative cost basis un- 
der the present conditions of cheap 
money. However, there must be pres- 
ent some evidence of earning power 
and above all a sound and progressive 
management. Partnerships may be 
effected on the condition that the 
prospective participant will be pre- 
pared to invest a substantial sum of 
money. 


The common theory that “you put 
up the money and I'll run the busi- 
ness” has accounted for many a fail- 
ure and it is always a sound rule to 
insist that some degree of financial 
responsibility accompany management 
participation. Family financing like- 
wise represents an important source 
of private capital. Not all enterprises 
are blessed with rich uncles or fairy 
godmothers, but frequently loans or 
investments of long term capital may 
be obtained through the assistance of 
relatives and close friends. Care must 
be taken to see that borrowings are 
made on an economical as well as a 
profitable basis so that the loans will 
be to some extent self-liquidating with 
the borrowed funds yielding the cash 
necessary to effect a conservative re- 
payment or amortization of the bor- 
rowed monies contracted. 

Borrowing on a short term basis 
for long term capital requirements has 
frequently led to serious difficulties 
through inability to refund or renew 
such loans in unfavorable periods of 
the business cycle. 


Third Degree Assistance 


Prior to actual financial failure or 
legal insolvency, other channels for 
the rehabilitation of cash requirements 
are available. These channels, how- 
ever, may be more drastic and may 
result in sacrifices of varying degrees 
on the part of owners as well as cred- 
itors. Extensions and adjustments 
may be resorted to and: the creditors 
may even accept stock or notes in pay- 
ment of their claims. When manage- 
ment is effective and the business out- 
look is attractive such instruments 
may be ultimately liquidated at a sub- 
stantial profit to those creditors who 
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have the faith, courage and foresight 
to accept them. In the readjustment 
of Goodyear Tire & Rubber Company 
in 1921-1922 trade creditors took 8% 
preferred stock in partial payment of 
their claims. This stock was later 
redeemed and a very satisfactory re- 
turn was received by those creditors 
who accepted the shares in settlement 
of their claims. 

One of the most successful reor- 
ganizations was that of the voluntary 
readjustment of the American Chicle 
Company outside of the bankruptcy 
court by a voting trust committee 
composed of the principal creditors in 
the period following the depression of 
1920-21. The management was 
changed, economies were effected, 
budgetary control methods were insti- 
tuted and outstanding progress in re- 
construction and rehabilitation was 
effected. So successful was this re- 
adjustment that the voting trust 
agreement was terminated at an early 
date and this company went on to big- 
ger and better earnings and dividends 
even through the depression of 1929- 
1934. 

Other third degree assistance meth- 
ods are represented by distressed 
mergers, forced consolidations and 
partial liquidation. Sometimes a ma- 
jor change in business activities is re- 
sorted to and if a program of read- 
justment in order to meet far-reaching 
economic changes is put into effect at 
an early date, an enterprise may still 
survive. A well known textile firm 
for many years specializing in im- 
ported materials such as laces, drapes, 
linens, handkerchiefs, etc., effected a 
readjustment of its activities with a 
liquidation of its foreign subsidiaries 
and is today a strong and profitable 
enterprise. Following the world war 
of 1914-1918 the vast duPont enter- 
prise anticipating the inevitable post- 
war adjustment conserved its war 
profits and effected a reorganization 
of its chemical activities to a peace 
time basis through research and ag- 
gressive management combining with 
its own activities a very successful 
investment and management reorgan- 
ization of the General Motors Cor- 
poration. 

Finally the price of salvation—all 
other attempts having failed—may be 
the passing of control to others in or- 
der to salvage what is left or to suc- 
cessfully repromote the enterprise to 
a profitable future. Within the lith- 
ited space of these three articles the 
problem of business failure may be 
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summarized into the following broad 
program which if intelligently pros- - 
ecuted may go a long way in averting 
or even preventing business failure. 

1. Determine and then analyze fun- 
damental and underlying causes 
of business failure. 

2. Analyze the industry engaged in 
and decide whether it will sup- 
port an efficiently operated enter- 
prise. 

3. Prepare fundamentally sound 
plans of rehabilitation and re- 
construction. 

4. Select and carefully execute the 
best plan for financial, operating 
and management reorganization. 
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(Cont'd from P. 16) in certain of the 
countries. In general, however, 
American exporters are continuing 
sales on a draft basis to old, well es- 
tablished customers. 

Costa Rica: As Europe normally 
took about 75% of total coffee ex- 
ports, the disruptions brought about 
by the war seriously affected ex- 
change availabilities, although the 
coffee quota allotted to this country 
under the coffee agreement has some- 
what alleviated the situation. Im- 
porters in Costa Rica must register 
their orders with the Control Board 
and in order to facilitate the granting 
of exchange, it is advisable for Amer- 
ican exporters to obtain the registry 
number and note it on the commercial 
invoice. Merchandise is divided into 
two categories. 80% of available ex- 
change is allocated for first category 
merchandise (essential) and 12% for 
second category merchandise. Col- 
lection experience has not been too 
satisfactory and bills are delayed pay- 
ment from a few days to about five 
months, depending on the type of 
merchandise. 

Guatemala: Principal export items 
are coffee and bananas. The loss of 
the European coffee market has been 
reflected in less exchange availabilities, 
but apparntly the situation has not be- 
come serious enough to warrant ex- 
change restrictions. Bills are liqui- 
dated satisfactorily. 

Honduras: Shipments of bananas, 
which are the chief item of export and 
the greatest source of foreign ex- 
change, have declined as a result of the 
destruction of a large number of trees 
in December, 1940. Exchange is not 
plentiful and recent advices indicate a 
backlog of commercial debt of about 
$750,000: While some bills are paid 
with short delays, others are delayed 
for a number of months and the sit- 
uation should be watched carefully. 

Nicaragua: Exchange restrictions 
in this country are subject to constant 
changes. The last changes were made 
in October and November, 1940, to 
become effective in January, 1941 
(so-called Max plan). 
must obtain permission in advance 
from an exchange commission to im- 
port and it is understood that author- 
izations are restricted to essential 
commodities. It is no longer neces- 
sary for American exporters to pre- 
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Credits on Present Day Exports 


sent a copy of the import permit to 
the Consul for authentication of ship- 
ping documents. Exchange availabili- 
ties have been adversely affected by 
the war in Europe, but the increased 
gold production should offset this to 
a certain extent. While some bills are 
paid promptly, others are delayed 
payment for about eight months, and 
the situation should be watched care- 
fully, although it is possible that with 
a stricter control, the exchange situa- 
tion may improve. 

Panama: No exchange restrictions 
are in effect and substantial amounts 
of exchange are available, by reason 
of United States Government ex- 
penditures. No delays. 

Salvador: The economy of this 
country is based largely on coffee. We 
are their most substantial customer, 
but as the coffee crop will be very 
small compared with previous years, 
it is likely that exchange conditions 
will not be as favorable as heretofore. 
There are no exchange restrictions 
and bills are paid promptly. 

The West Indies: Cuba, Domin- 
ican Republic, Haiti and Puerto Rico. 
—Notwithstanding trade disruptions 
in the first three named markets, 
brought about by the war in Europe, 
exports continue as usual on draft or 
open account terms and no exchange 
shortages are apparent. In respect 
to Puerto Rico, one of the banks in 
the country, in commenting on the 
situation recently, said that the in- 
crease in sugar prices has been the 
cause for some optimism and while 
business conditions on the whole are 
healthy, speculative buying has been 
widespread. The importance of re- 
stricting sales to thoroughly respon- 
sible buyers was stressed and in these 
trying times it would appear that the 
suggestion is sound for this or any 
other territory. The loss of European 
markets has been felt particularly by 
the Dominican Republic and Haiti 
and it is likely that purchasing power 
for the balance of the year may be 
substantially reduced unless other 
markets are found to absorb export- 
able surpluses. 


Many Factors Involved 


S° many factors are involved that 

the future of our export trade is 
extremely obscure. However, for the 
near future and as the war progesses, 
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we can undoubtedly look for greater 
restrictions under the export licens- 
ing system; for shipping difficulties, 
and we may also find an increasing 
tendency on the part of importing na- 
tions (now apparent) to limit impor- 
tations to necessities and products es- 
sential for the economic welfare of 
the country. If Germany were to 
win the war, we would be compelled 
to look forward to a Nazi dominated 
Europe of vassal-states and to com- 
pete with a Nazi controlled world 
economy based on bilateral barter 
agreements, or accept the alternative 
policy of isolation. 

Visualizing a victorious Britain, it 
is to be hoped that an economic union 
of the British Empire countries and 
the countries of the Western Hemi- 
sphere can be established for the bene- 
fit of all countries willing to co-oper- 
ate on the basis of a sound, orthodox 
economy. 

Regardless of the outcome of the 
war, we must have in mind that com- 
petition for export trade will be 
keener than ever, but this will be no 
startling innovation. We have met 
keen competition before and are well 
equipped to do so again. To the 
South of us, we have a market of 
great potentialities, susceptible of ab- 
sorbing a large part of our manufac- 
tured products, but its development, 
to a great extent, rests with us. For- 
tunately, we have a full realization of 
the necessity of development of closer 
inter-hemisphere relationships and out 
of the war may develop many things 
of a highly constructive nature. The 
investment of outside capital in Latin 
America, the diversification of prod- 
ucts, the development of new products 
for export, the development of nat- 
ural resources, the building of roads 
and additional transportation facili- 
ties, and other factors, will undoubt- 
edly accelerate the rate of progress 
making for its correlatives, a higher 
standard of living and an increased 
demand for our manufactured prod- 
ucts. 


The Truth Only 


“7 HEREBY certify that I have 
carefully examined the title to 
the land described in the caption 
hereof and there are no changes of 
record and no lies except as noted 
above. 
“Witness my hand this 17th day 
of May, 1897, at 12 o'clock M.” 
Contributor: Harvey G. ALLBEE, 
Muscatine, Iowa. 
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John H.Wiles, NACMveteran 


dies in Kansas City at 80 


Kansas City—Funeral services for John 
H. Wiles, Vice President and Treasurer 
of the Loose-Wiles Biscuit Company, and 
one of the oldest living members of the 
N.A.C.M. which he had served as a Na- 
tional Director, were held here on June 
25th following his death at the age of 80 
after an- illness of several weeks. Mr. 
Wiles was born in Flemingsburg, Ky., on 
April 28, 1861, the son of the Rev. Peter 
Blackstone Wiles and Jennie Jones Wiles. 

When he was four years old, an associ- 
ate of his father asked if he would follow 
his father in the ministry. 

“No,” the future cracker manufacturer 
replied, “I am going to make candy.” 

He achieved that early goal with great 
success with a business career that began 
after he left Georgetown (Ky.) College. 
His first job was with a wholesale dry 
goods merchant in Peoria, Illinois. Here 
he met W. A. Mount, who later went to 
Kansas City and whose letters from that 
city were so enthusiastic that Mr. Wiles 
soon followed him there. 

The two men in 1883 organized the 
candy-selling firm of Mount & Wiles. 
Soon they were also manufacturing, and 
for the next several years the firm annu- 
ally doubled its business. By 1900, with 
added products in the cracker line, the 
business hit the million-dollar mark. 

When Mr. Mount retired, Mr. Wiles 
consolidated with a competitor to form the 
Loose-Wiles Biscuit Company in 1902. He 
was Vice President until his election in 
1923 as President of the concern, which is 
now the second largest of its kind in the 
world, with twenty branches and a hundred 
branch warehouses. 

Mr. Wiles was for long years active in 
civic affairs in this city. He was a Rota- 
rian as well as the oldest living Past Mas- 
ter of Kansas City Lodge, F. & A. M. Mr. 
Wiles was also affiliated with various other 
organizations in the mercantile, banking 
and transportation fields. 






The Business 
Thermometer: 


Sales of wholesalers advanced 32 per- 
cent in May over the same month a 
\y Year ago. This 32 percent gain ex- 
ceeds all previous year-to-year gains 
recorded by this series during the past five 
years. This increase sustains the 31 per- 
cent advance over a year ago recorded in 
April, the 26 percent gain in March and 
the 20 percent gain in February. 

In connection with this monthly study 
conducted jointly by the National Associa- 
tion of Credit Men and the Bureau of the 
Census, 2,905 wholesalers, representing all 
parts of the country, reported dollar sales 
amounting to $303,634,000 in May, which 
were 4 percent above April, 1941. This 
rise does not differ extensively from the 
seasonal change usually shown between 
these months by this survey. Sales are 
shown as reported, without adjustment for 
seasonal or price fluctuations. 

Each of the 35 lines of trade reported 
that sales during May were greater than 
those in May, 1940. Six trades showed 
gains exceeding 50 percent, compared with 
a year ago. These were metals (101%), 
coal (80%), industrial supplies (72%), 
machinery, equipment and supplies, except 
electrical (69%), shoes and other footwear 
(61%), and electrical goods (59%). All 
durable goods lines reported gains of more 
than 20 percent, compared with May, 1940. 
While many lines reported expanding trade 
gains, increases this month for jewelry and 
lumber and building materials fell appre- 
ciably short of those recorded for April. 
Wholesalers of groceries and foods ex- 
perienced the least marked advances, dol- 


lar sales being up 4 to 21 percent. The 
wholesale liquor trade, however, reported 
an increase of 45 percent. 

The cost value of inventories on hand 
at the end of May for 1,811 wholesalers 
rose 1 percent from the beginning of the 
month, and was 16 percent over May 31, 
1940. The gains of 1 percent during both 
April and May contrast with the decreases 
usually occurring during these months. The 
increase over a year ago is the largest re- 
corded by this series during the three years 
during which these data have been col- 
lected. 

The ratio of stock to sales of 142 for 
May, 1941, is, however, sharply under the 
figure of 167 for May, 1940. Most of the 
32 trades for which stock-sales ratios are 
shown indicated this decrease in relative 
inventory position. For wholesalers of 
groceries and foods, inventory accumula- 
tions exceeded sales expansions. 

Collections on accounts receivable for 
2,404 wholesalers were more favorable in 
May of this year than those reported by 
these same establishments for May, 1940. 
Collections during May equaled 77 per- 
cent of accounts receivable as of May 1, 
compared with collection percentages of 
75 for May, 1940, and 78 for April, 1941. 
Continuing to reflect recent expansions in 
sales volume, accounts receivable were 25 
percent greater on May 1, 1941, than at the 
same date in 1940, and 4 percent higher 
than on April 1, 1941. 

Detailed figures are presented in the ta- 
bles on page 40 in summary for the United 
States. 


Index of the Value of Manufacturers’ Shipments (January 1939-100) 
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TOTAL, ALL INDUSTRIBS.......................55 


Total, Durable 


Durable 


Goods 
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Total, Nondurable Goods.......................... 
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* Comprehensive data for May 1940 not yet available. 


® Preliminary. 


Credit and Financial Management 


Revised. 
Note: This index is constructed on a daily average excluding Sundays and principal holidays. 


er eer 
































































-WHOLESALERS’ accounts receivable and collections, May 1941 


— change 


Kind of Business May 1941 from 


Automotive supplies 

Chemicals (industrial) 

Paints and varnishes 

Clothing and furnishings, except shoes 
Shoes and other footwear 


|++++ 
Dem OOO 


? 


Dai cats ane Products 

par fruits and vegetables 

Farm supplies 

Furniture and house furnishings 

Groceries and foods, except farm one ucts 
Full-line wholesalers. . 
Voluntary, group wholesalers. . 
Retailer-cooperative warehouses. . 
Specialty lines 

Confectionery 

Meats and meat products 


Wines and liquors 
Liquor de ment of other trades 
Total ware 

General hardw: 

Industrial supplies 

Plumbing and heating supplies 
Jewelry 
Optical goods 
Lumber and building materials 
Machinery, equipment and supplies, except electrical 
ae equipment and supplies 


IO OO + 8 OO mm DO OO 09 CO 


++++++4+ || ttt4+4+4+4+4+44+ 


_ 


— 
wm | <r OO om om OF OO DO BO I DO OO 


Paper and its products... 
Petroleum 

Tobacco and its products 
Leether and shoe findings 


+] +4+4++44+4+4+44+ 


* Collection percentages are obtained by dividing the collections by accounts receivable for an identical group of firms, 
+ Less than 0.5 percent. 


WHOLESALERS’ sales and inventories, May, 1941 


Sales—Current Month End of = Inventories (Cost) Stock-Seles Ratio* 


; ‘ Number Percent change h p 
Kind of Businese |_May ost from | May 
: aE 1941 1941 Mey | Me Ae 
"sal 1940 1 (000' 
1 1941 


Ertomotven ee 
Chemicals 

Paints and ae 

Clothing and furnishings, except shoes 
Shoes and other footwear 


littl 
to Oo 380-4 
or 
28 


1+] 
wae 


Dry goods 
Electrical goods 
7 and poultry products 
fruits and vegetables 
ascii v6 > conoh«bcape Gashevecced 
Furniture and house furnishings 
Groceries and foods, except farm products 
Full-line wholesal 
Voluntary-group wholesalers 
Retailer-cooperative warehouses. 
Specialty lines 
Confectionery 
Meats and meat ner 
Beer 


eases 
“ESS3E"e 


oe 


2 


mo womeo 
+t | ++++ 
to 


Industrial an siieo 
Plumbing and heating supplies 
Jewel 


BS ancrsmnacor-San 
+44+444+ +4 1444444444 


_ oer to 02 08 DO Rm OO EO WON DS 


F+tttttt + F4444+4+444+4 144444 


— 
CO~I02e @tho~ 


ck 


+t 


$303,634 | 1,811 


SSxo a 2 =e 
~ 
beseuged SBsss 
$f 


i 
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ks-sales ratios are percentages obtained by dividing stocks b: fi dentical firms. 
ginadicdies deaetockee adeenio: arenes ea {Chetty of thos Aenean Go Beroont. 
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